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These drawings made for 
Otis Elevator Company by 
MRS. HELEN WILLS Moopy 


Our own application of the “follow through” 


“Follow through,” says the tennis instructor, as he 
shows a youngster the fine points of the game. 
“Follow through,” advises the golf pro, as he watches 
a protege make his swing. In every sport that calls 
for the swinging of racquet or club or bat, the 
“follow through” is absolutely essential to champion- 


ship form. 


THE importance of the “follow through” should really 
be as strongly emphasized in business as in the sports. 
Witness this example: 

An Otis elevator is designed and manufactured with 
universally recognized care and knowledge—thus 
initiating the correct “stroke.” 

Again in installing that elevator, the work is done 
by Otis with the same care exercised in its manufacture. 
Here begins a practical application of the “follow 


through.” But this is really only the beginning. One 
more important step is necessary to complete the full 
swing — maintenance of that elevator by its manu- 
facturer — Otis Maintenance. 

Otis Maintenance can best be described as this: A 
service that keeps elevators in championship form. 
Keeps them running perfectly — maintains safety — 
and holds the-installation at the same level of efficiency 
as the day it was installed. 

Otis Maintenance does these things at the lowest 
possible cost. At a reasonable, fixed monthly rate. We 
suggest that you get in touch with your local Otis office 
to obtain complete details concerning this Service 


and its specific application to your own elevators. 


OTIS ELEVATOR 


COMPANY 
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{IMPROVED HEATING 


LOWER COST FOR 
HUNTINGTON BLOG. 


trol Sets New Standard of 
Efficiency and Economy . 


COAL BILL CUT 31 P. C. 


Now Maintain Uniform Tem- 
perature at Every Point in 
Building Says Owner 


EARNS 18 P. C. IN 5 MONTHS 


.|| New Webster Moderator Con- |) 


Columbus, O.—P. W. Huntington, |’ 


Manager, Huntington National Bank 
Building, speaking of the Webster 
Moderator System recently installed, 
gives facts that will interest any 
man who has the job of looking at 
tenants’ comfort over the shoul- 
ders of a cost accountant. 


“While naturally we were imter- 
ested in fuel economy, despite the 
fact that Columbus is in a low-price 
coal area,” says Mr. Huntington, 
“we were mainly concerned with the 
even distribution of heat.” 


The Huntington Building, built 
in 1924, contains 25,250 square feet 
of installed radiation. The basement 
and three lower floors are occcupied 
by the bank. 


Under the old system, in order 
to get the banking section com- 
fortably warm, it was necessary to 
overheat the upper floors, with the 
result that these offices were later 
“cooled off” by window-opening. 

Warren Webster & Company was 
called in to survey the installation. 
They reported: “If you will change 
to a Webster Moderator System, you 
will (1) keep your building evenly 
heated at all points at all times; 
and (2), even with coal figured at 
3 dollars a ton, you should cut 
your fuel bill sufficient to pay for 
the improvement in about 7 years.” 


“We did not believe they could 
make any such saving,” said Mr. 
Huntington. “But from their rec- 
ords on other buildings, we were 
convinced they could solve our 
problem of overheating. Last sum- 
mer we placed a contract for a 
Webster Moderator System, select- 
ing Samuel A. Esswein Company as 
Modernization Contractors. 


“Our new system has given us 
everything we started out to get—a 
perfectly even distribution of heat 
that was maintained unaltered, 
even through the sub-zero weather 
of January and February. In the 
first 5 months it gave us 11 per 
cent. better fuel saving than esti- 
mated—a reduction of 31 per cent. 
in coal consumed; a saving of 
185.4 tons; a return of 18 per cent. 
on our investment.” 


“This Webster Moderator Con- 
trol is an outstanding development,” 
says O. J. Wheeler, president of the 
Samuel A. Esswein Company, Mod- 
ernization Contractors. “We are 
proud of the fact that our company 
was selected to do the installation.” 


If you are interested in (1) im- 
gearee heating service and (2) lower 
eating cost rm your building, address 


WARREN WEBSTER & CO., Camden, N. J. 
Pioneers of the Vacuum System of Steam-Heating 
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Forty Years of 
Successful Stewardship 


Forty YEARS ago, on July roth, the Investors of which $13,517,806.45 was in cash, 
Syndicate was organized and incorporated bonds, and securities. 
as a Minnesota corporation. Its beginnings 
were of very modest proportions. It was 
carefully and conservatively managed. No 
dividends were paid to stockholders dur- 
ing the first 20 years of operation. The 
officers drew no salaries for fourteen years. 


A TOTAL OF Over $30,000,000 was paid to 
Certificate holders during the four de- 
pression years. Not once in the forty years of 
its life has Investors Syndicate failed to 
meet every obligation promptly. 


WHILE FORTY YEARS’ experience has naturally 
dictated the wisdom of certain changes in 
company policy, an even greater degree of 
conservatism prevails today in company 
management and administration. The stress 
of recent years has proved the company’s 
soundness and dependability. 


GROWTH CONTINUED quite gradually until 
after the World War. In 1920 its operations 
extended through Kansas, Colorado, North 
and South Dakota, and a few neighboring 
states. Since then it has continued grad- 
ually to spread out until, at present, 
Investors Syndicate and its subsidiaries 
are operating in thirty-seven states, the 
District of Columbia, and eight Canadian 

provinces. 


THE MORE THAN 200,000 Certificate holders 
of the Company evidence maintained con- 
fidence. More successfully than ever before, 

From A MODEST beginning in 1894, assets have Living Protection has proved to be a prac- 

steadily grown, year by year, until by the tical solution for the financial problems 

end of 1933 they became $54,514,850.26, of the /iving future. 


INVESTORS SYNDICATE 


LIVING PROTECTION 


Founded 1894 


Y Offices in 51 Principal Cities... Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK - INVESTORS SYNDICATE, LTD., MONTREAL 
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The 
Unseen Watchman 


Step... step... step... thousands of watchmen 


guard the assets of America’s banks each night. 
Thousands of tons of steel hold their bonds safely 


inside the vaults. 


And yet how many millions are taken from behind 
those closed doors by sudden changes in the 


economic, political and industrial situation which 


rob bond values even while the certificates lie 


in vaults. 


Moody’s Supervisory Service is the “unseen 
watchman” of America’s banks... guarding their 
bond investments against forces that work so 
quietly and ceaselessly that the average bank staff 
should not be expected to guard against them. 


In the Moody organization there are men who 
watch the rails, others the governments, the util- 
ities, the industrials. There’s a personal coun- 
sellor, who knows your bank’s individual needs, 
who uses the information gathered by his col- 
leagues to help you prevent losses, to make your 
bond account healthy and income-producing. 


Even if yours is a modest-sized institution, Moody’s 
fee is within your means. Inquire about it now. 
There’s no obligation—there’s much to be gained! 


Mooby’ss INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY , NEW YORK CITY 
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The Condition of BANKING 


T is an almost universal opinion among bankers that 
June has been the turning point in banking history in the 
matter of recovery. Reasons for the optimism are two- 

fold—the condition of the banks and the prospects of better 
banking business. The latter are not altogether unclouded, 
for good loans are still hard to get; but the condition of the 
banks, not only with respect to soundness but also in what 
may be termed their legislative position, seems better than 
it has been for years. 

The reorganization of the banking system after the holiday 
of 16 months ago is now practically complete. The compara- 
tively few banks yet to be reorganized and reopened are no 
longer a serious factor in the situation. The year’s prepara- 
tory period for the enforcement of major provisions of the 
Banking Act of 1933 has passed, and banks now have a defi- 
nite idea of exactly where they stand. The permanent deposit 
insurance system, whose imminence has led most banks to 
maintain a high degree of liquidity, has been postponed for 
another year with the prospect that the system will be 
greatly modified along the lines desired by the banks before 
it comes into effect. Weak banks have been strengthened by 
additional funds, deposits are increasing rapidly, and in 
every other respect the banks are now in a better position to 
serve their clients than they have been for years. 

The prospect has improved for employing bank funds in 
lines more profitable than Government securities. The total 
volume of loans to commerce and industry is still low, 


although country bankers claim that the volume shown by 
reporting member banks does not accurately reflect the 
situation in the mass of country non-member banks, where 
loans have actually increased. It is also pointed out that 
most of the decrease in loans reported in recent months rep- 
resents liquidation of previous indebtedness which im- 
proved business conditions have enabled debtors to dis- 
charge, and that while the total quantity of loans may be 
less it is of far better quality. 

Perhaps of more immediate importance, banks all over the 
country, especially those in industrial districts, report that 
industrial concerns have made tentative arrangements for a 
large volume of loans contingent upon the settlement of 
outstanding labor troubles. Many industries have expanded 
their operations as far as they can do so on their own re- 
sources. They will find it necessary to call upon the banks for 
credit in case business continues at the volume it has re- 
cently attained. Such reports come particularly from the 
Philadelphia, Cleveland, Chicago, St. Louis, Minneapolis, 
Dallas and Atlanta districts. Many bankers also believe that 
considerable profitable business can be done under the 
Government’s new residential repair and reconditioning 
scheme, not only in loans to home owners but in the financ- 
ing which will attend any considerable revival in local con- 
struction work. Aside from these concrete prospects there is a 
spirit of general optimism in the banking situation which at 
least has the merit of releasing bankers from fears they have 


Discount rates of the 12 Federal Reserve banks 


TUNE 26,1933 


CHANGES, May 16 to June 13 


(By districts, from figures of reporting Federal Reserve member banks in 91 leading cities) 
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Complete equipment 


of 17 new National Accounting Machines 
INSTALLED OVERNIGHT 
for The Drovers National Bank 


MACHINES DESTROYED IN CHICAGO 
STOCK YARDS FIRE REPLACED—IN SU- 
PREME TEST OF NATIONAL CASH REGIS- 
TER SERVICE IN URGENT EMERGENCY 


Service translated into terms of action... quick, 
efficient, effective action... was strikingly dem- 
onstrated recently on behalf of The Drovers 
National Bank, Chicago. 

Such service, for more than half a century a 
basic creed of National Cash Register policy, 
represents part of the extra value, the extra meas- 
ure of safety, which users of National Cash 
Register equipment enjoy. But even more im- 
portant ... it embraces constructive cooperation 
in helping to solve the new banking problems 
of the present day. A line to our Accounting 
Machine Division will bring you the details. 

@ 
“Words cannot express our gratitude for the 
wonderfully efficient service you and your organi- 
zation rendered us after the recent disastrous 
Stock Yards fire, May 19th. 

“The fire occurred Saturday afternoon about 
five o’clock and late that night we got in touch 
with your Mr. Gallagher and you immediately 
arranged with your home office to have delivered 
to us in Chicago, sufficient machines to take care 
of our needs. At 3:00 A.M. Monday morning all 
equipment had been delivered, was ready for 
our operators and the bank opened for business 
at 9:00 A.M. 

“We have used National Cash Register state- 
ment and bookkeeping machines for some time; 
they have proved satisfactory in every respect; and 
in an emergency such as we had, the efficiency of 
your organization has been ably demonstrated. 
The personal interest shown and the cooperation 
received is something that we shall never forget 
and we assure you of our sincere appreciation.” 

Yours very truly, 


Vice President-Cashier, 
The Drovers National Bank 


@ National Bank-Bookkeeping Machines in The Drovers National Bank 
before the Stock Yards Fire; a typical scene on Saturday morning, May 19. 


— 
@ Note in the circle all that remained of The Drovers National Bank on 
Saturday evening. 


@ But on Monday morning, M. 
with a complete equipment of 
in temporary quarters. 


21st, the Bank was ready for business, 
lational Accounting Machines installed 


Médlional Cups 


Cash Registers @ Typewriting-Bookkeeping Machines @ Analysis Machines @ Bank-Bookkeeping 
Machines @ Check-Writing and Signing Machines @ Postag:. Meter Machines @ Correct Posture Chairs 
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In October, 1929, the country became stock market conscious as it had never been 


KEYSTONE 


before, a condition that culminated in the exchange control act. James M. Landis, a 
Harvard faculty member, shown above at his desk in Washington, has had a large part in 


been entertaining for many months. 

Business in general during June 
showed a recession somewhat more 
than seasonal. Three reasons are as- 
signed for the drop—the drought, labor 
troubles and buyer resistance to higher 
prices. It is still uncertain what the full 
effect of the drought will be, but enough 
is known to indicate a sharp drop 
in the purchasing power of the farmers 
throughout much of the Central West 
and Northwest; the Chicago, Minne- 
apolis, St. Louis and Kansas City dis- 
tricts anticipate decreased business, 
which so far has been felt only in part. 
Trade in the South and Southwest 
holds good, both the Atlanta and Dallas 
districts reporting better trade in June 
this year than in even the pre-code and 
pre-inflationary June of last year. 
Retail trade in the eastern states also 
held up, New York reporting an aver- 
age increase of around 5 per cent over 
June last year, Philadelphia an increase 
over last year equal to the increase in 
price levels. Boston an increase of 3 
per cent in sales values though less in 
volume. The Cleveland district reports 
an increase of 24 per cent in retail sales 
values over last year, although trade 
shows signs of lagging. 

Sales resistance has been more and 
more in evidence. The classic example 
has been in the automobile trade, 
where the price advance of several weeks 
ago was followed immediately by a drop 
of as much as 50 per cent in sales in 


formulating the measures now in force 


some districts. The restoration of the 
former price level and even slight re- 
duction in former prices brought im- 
mediate response and sales promptly 
returned to a point close to their 
former level. Throughout the country, 
but especially in the central states, re- 
sistance to high prices was shown in the 
marked preference of buyers for the 
cheaper classes of goods. High priced 
commodities, in fact, have moved 
slowly in all parts of the country. On 
the other hand, price cutting in retail 
lines, especially in New York and 
Chicago, led to a prompt movement of 
goods. 

Pressure upon retailers for lower 
prices has led to an increase in disputes 
between them and manufacturers and 
jobbers over fixed prices for proprietary 
articles, retailers demanding a greater 
operating margin between costs to them 
and fixed retail prices. The retail drug 
and toilet trade has taken organized 
action in the matter. Statistical reports 
indicate a gradual rise in the price of 
most raw materials, but the disparity 
between raw material and retail prices 
is gradually being removed by the in- 
sistence of buyers upon better terms. 

The wholesale trade has shown more 
of a recession than the retail trade. It 
has been spotty everywhere, but es- 
pecially in the eastern states. For one 
thing, comparisons with last year’s 
trade are becoming less favorable as the 
high activity of trade in the early 


summer boom last year is reflected. 
Merchants have comparatively high 
dollar inventories and are disposed to 
confine their buying to immediate 
needs. The recent general forward 
movement of business has led to over- 
buying in many cases and the reaction 
is now being felt. Buying for the fall 
trade is getting under way slowly, 
department stores cutting their pur- 
chases around 25 per cent under last 
year, although it should be noted that 
buying in June last year was unusu- 
ally brisk in expectation of the price 
rise under the codes and anticipated 
inflation. 

Industry has been dominated by 
strikes, actual and prospective. In 
anticipation of strike interruptions 
steel activity, to meet the second 
quarter delivery deadline and _ for 
stocking up in anticipation of higher 
prices, lifted raw steel output to above 
61 per cent of capacity. Orders in fin- 
ished products have been heaviest in 
sheets and tin plate, the latter holding 
up to 75 per cent of capacity. There has 
been a good market for heavy products 
of iron and steel due especially to con- 
struction work supplemented by some 
railroad buying. 

The position of the cotton textile 
industry is especially unfavorable. Un- 
sold stocks of piece goods have bee 
increasing steadily since the beginning 
of the year, rising from about 250,000,- 
000 yards at (CONTINUED ON PAGE 52) 


THING THIS: 
FOR EVERY TIME A 
DOLLAR IS SPENT FOR 
LETTERS ON CHEAP 
PAPER, YOU COULD BUY 


BEST FOR LESS 


THAN > MORE 


HE above statement is proved in a cost analysis prepared 
baer Ernst & Ernst, C. P. A. When the difference in paper 
costs is so small can you afford less than the best? Strathmore 
Parchment is made from 100% selected new white rags and is 
manufactured to the highest possible standards in all respects. Ask 
us for a copy of the Ernst & Ernst analysis of letter costs and 


for an interesting sample demonstration of Strathmore Parchment. 


STRATHMORE PARCHMENT 


STRATHMORE PAPER COMPANY, West Springfield, Massachusetts 
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Silver 


The real fight over silver is yet to 
come. It will be a struggle by the sup- 
porters of the white metal to compel the 
Government to carry out the provisions 
of the Silver Act of 1934 to the extent 
and in the manner they desire, rather 
than to permit the Government to do 
as little as possible in the way of silver 
buying, which the record of the Admin- 
istration indicates is its desire. The fact 
is that by reason of inflationist senti- 
ment in some parts of the country silver 
has become a real issue, and the time 
has come when the Government will be 
compelled to say yes or no and say it 
with a snap of the jaws. 

* 


The Budget 


According to various ways of figuring 
—and guessing—appropriations for re- 
lief alone for the new fiscal year will 
amount to from $3,200,000,000 to 
$3,700,000,000, the difference in esti- 
mates depending upon just what the 
Government commitments will turn out 
to be. Add to this new P.W.A. and 
C.C.C. allotments and various odds and 
ends not included in the relief category, 
add another $525,000,000 for drought 
relief, and the total becomes impressive. 
Allowing for many shifts and various 
possible retrenchments, the fact remains 
that estimates indicating the balancing 
of the national budget in the near future 
have been thrown into the wastebasket. 


The Executive Offices, Washington, D. C. 
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The deficit for the 1934 fiscal year is 
much below estimates; that for the new 
fiscal year will be much above esti- 
mates. This was forecast months ago 
but the readjustment is far greater than 


was then thought probable. The ulti- 
mate public debt may be no greater 
was anticipated in the budget 
message of last January, but the agony 
will be greatly prolonged and disturb- 
ance to business and financial confi- 
dence will continue for at least another 


year. 
* 


Affiliates 


Bank security affiliates have gone, 
June 16 has passed into history and the 
world has not yet ended. The Security 
Exchange Act isn’t as bad as it might 
have been, the amendments to the 
Securities Act are better than antici- 
pated. After all, banks, banking, secu- 
rity trading and all the paraphernalia of 
finance in the United States are much 
too big to be destroyed by such meas- 
ures. Perhaps, as Mark Twain expressed 
it, a certain amount of fleas is good for 
a dog. 


* 
Maturities 


Without further short term borrow- 
ing—which, however, cannot be avoided 
—maturities of Government obligations 
within the next six months amount to 
$4,640,407,100. If the $535,981,600 of | 
414 per cent First Liberties and the | 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C. J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO 
PHILADELPHIA 


BOSTON 
SAN FRANCISCO 


GENERAL 
MILLS, 


Preferred Stock Dividend 


May 31, 1934 

Directors of General Mills, Inc., announced 
today declaration of the regular quarterly 
dividend of $1.50 per share upon preferred 
stock of the company, payable July 2, 1934, 
to all preferred stockholders of record at the 
close of business June 14, 1934. Checks will 
be mailed. Transfer books will not be closed. 

(Signed) KARL E. HUMPHREY, 

Treasurer. 
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Te MAN AT THE LOOM ae 
a story to tell 


R FIFTY YEARS, employes and agents of 
F:. Standard Accident Insurance Company 
of Detroit, have been weaving the slogan 
"Standard Service Satisfies” into the fabric of our 
business—weaving an insurance service to satisfy 
the most exacting buyer. Today this creed of 
efficient, friendly help to our policyholders has 
become a tradition with this organization. It is 
the foundation upon which we have built solidly 
and soundly since 1884. 7 In no other form of 
insurance that Standard writes is this spirit of 
helpfulness and friendliness better illustrated than 
in our service to automobile assureds. 7 At some 
time in almost every motorist’s life comes that 
dreadful moment of emergency when friendly 
help is needed. Sometimes that help is not so 
easy to obtain . . . But there is one thing that 
Standard policyholders, who have had occasion 
to use Standard service, have found unfailingly 
true. No matter where they happened to be, they 
were always as near to an interested Standard 
agent as the nearest telephone. Over 5000 


Standard representatives are scattered all over the 
nation. 7 Tell your insurance agent or broker to 
place your automobile insurance with this 50 
year old institution and be assured that you have 
purchased sound, non-assessable stock company 
protection, and that you will receive speedy and 
satisfactory claim settlements when you need 
them. When you insure with this nationwide 
organization you gain five thousand friends 
whom you can feel free to call upon in your 
time of need. Write for our interesting book- 
let “Stories of Service from Coast to Coast.” 


7 ¥ 


In addition to Automobile Insurance, the 
Standard issues policies covering Workmen’s 
Compensation, Personal Accident and Sickness 
Insurance, Burglary and Hold-up, Plate Glass 
Breakage, all forms of General and Public 
Liability for Employers, Merchants, Manu- 
facturers and Property Owners, and Fidelity 
and Surety Bonds. 


A national organization of inspectors, safety engineers, auditors and claim adjusters stand ready to provide 
prompt and satisfactory service on STANDARD policies. Whether your policy is issued to you as an indi- 
vidual or as a large organization, this vast service system assures the utmost in modern insurance protection. 


STANDARD ACCIDENT 


INSURANCE COMPANY 


Detroit, Michigan 


THE OLDEST AND ONE OF THE LARGEST CASUALTY AND BONDING COMPANIES OF AMERICA 
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$1,329,226,350 of 314 per cent Liberties 
are called on December 15 after due 
notice September 15, the total will 
amount to $6,505,615,050. About $2,- 
980,000,000 of the actual maturities are 
in Treasury notes and certificates of 
indebtedness which will require inter- 
mediate or long term financing. No 
doubt the money will be quickly forth- 
coming from banks and investors, but it 
is worth while asking what would be the 
position of the Government in its bor- 
rowing if there should happen to be a 
revival of demand for funds for com- 
merce and industry. 


Three Per Cent 


There was never really any question 
of the success of the Government in 
floating a three per cent bond issue in 
its June financing. One has only to sur- 
vey other possible means of investment 
to appreciate that nothing else could 
have been expected. The Government 
has no rivals in the borrowing line. Even 
the prospect of further heavy borrowing 
by the Treasury and an unbalanced 
budget for at least the next two fiscal 
years will not materially raise the in- 
terest rate on Federal issues. Only a re- 
turn of a demand for loans for com- 
merce and industry will change the 
situation, but that will change it with 
a bang. 


Free Gold 


Whether the Treasury’s plan of using 
its “free gold” for ordinary expendi- 
tures is for the purpose of building up 
more member bank reserves in the Re- 
serve banks or merely for the purpose 
of using its available funds, even gold, 
for paying the running expenses of the 
Government, the policy accomplishes 
both purposes and investigators might 
as well! let it go at that. Nevertheless 
excess reserves far above a billion and 
a half dollars continue a serious threat 
of credit inflation over which the Re- 
serve banks would have no control. Of 
course, no driver expects his horses to 
run away, but they sometimes do. 


* 


Optimism 


The utmost that optimism in regard 
to the disarmament conference at 
Geneva can offer is that by heroic effort 
the conclave may be kept alive—for 
what purpose no one seems to know, 
since privately the diplomats there 
present have no hope of an agreement. 
Nobody in the world has a more difficult 


job in facing facts than an international 
conference. Disarmament is primarily 
an international social and _ political 
question. It is none the less a dollars and 
cents proposition, which the American 
taxpayer may realize later. 


Expensive Legislation 


One fault of the American people is 
that often they do not take legislation 
seriously because they cannot take its 
proponents in Congress seriously. The 
Johnson Act prohibiting the floating of 
loans in this country for countries “in 
default” in indebtedness to the United 
States has prevented the United States 
from receiving between fifteen and 
twenty million dollars in “token” pay- 
ments on the war debts which would 
have been just that much velvet over 
what Uncle Sam will eventually collect. 
The Securities Act has made it so im- 
possible for foreign governments to 
float loans here that even our good old 
borrowing friend Canada, with its gilt 
edged securities, has gone to London for 
its latest $50,000,000 issue. The ulti- 
mate cost of such legislation to the 
American people will be very high. 


* 


Government Intent 


The intent of a government in its 
monétary policies rather than its actual 
situation seems to be of controlling im- 
portance in international money mat- 


ters. London has again become the 
financial center of the world. While the 
British pound’s value in international 
transactions is uncertain it is known 
that the government in London intends 
to keep it as nearly stable as possible in 
relation to the currencies of other 
countries. On the other hand, the dollar 
is fixed, for the time being, on gold and 
presumably the Government in Wash- 
ington is manipulating its stabilization 
fund to hold it there. Back of Washing- 
ton’s policy, however, is the ever pres- 
ent threat or possibility that the United 
States may again deliberately devalue 
the dollar to the full 50 per cent limit. 
It is the policy of deliberate devaluation 
which makes international capital timid 
—and with good reason. 


* 
Drought 


Present stocks of wheat in the United 
States render it quite unlikely that there 
will be any need of importing foodstuffs 
from other countries. Weather has made 
the campaign of the Government in 
Washington for a reduction of the 
wheat crop by the expenditure of hun- 
dreds of millions of dollars look silly, 
as indeed it was. 


Politics 


Primaries and other pre-election de- 
velopments so far have given no very 
clear indication of where the American 


SENATORS 


Baron Maurice Rothschild, French banker and senator, had a talk 
with Senator Joseph T. Robinson recently in the Democratic leader’s 
Capitol office 
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ELECTRIC 
Rekordesk 
SAFE | |. 


WILL SAVE 
YOU TIME 
AND MONEY 


Let us PROVE that statement 


@ The Diebold Man has a story for you! Banks that have listened 
to this story . . seen the Rekordesk Safe in operation . . become 
acquainted with its many advantages, have discovered a way to 
reduce the cost per account, per month. 


@ With essential information at the tellers’ fingertips and 24-hour 
fire protection of that information at the touch of a button, the 
Rekordesk Safe qualifies instantly as a unit in keeping with today’s 
record housing requirements. 


@ Facts from numerous installations, show operating economies 
that are convincing. We want only the opportunity to lay these 
facts before you. In addition you will be given the opportunity 
of having a survey made of your Hold-up Hazards without any 
obligation. These things are too vital to put off. Write at once 
or get in touch with the Diebold Man in your vicinity. 


now offers complete protection for records, money 
and wealth from fire, burglary and banditry. 


Di OLD 


& LOCK CO. 
ANTON, OHIO 


This sign in your window 
CRIME MUST GO! ath hp, explains that your money LR, 
Ask the Diebold man about the sls: is beyond the reach of 


application of the Underwrit- CLUCK 


Delayed Control Timelock for to unprotected victims. 
hold-up protection. 


SEVENTY-FIVE YEARS OF PROTECTION SERVICE 


{son known as a leading vault manufacturer, Diebold ] 


| people stand as to current political and 


economic policies in national affairs, 
except to promise a decidedly warm 


| campaign in the autumn. It is quite evi- 


dent that opposition to many current 
policies is coming to the surface with 


| something more than a feeble gurgle. 


It is evident, also, that much of the 


| opposition to be anticipated in the fall 
_ will come from conservatives within the 
| dominant party who are doing more 
| thinking than talking these summer 


days. On the other hand, there is some 


| evidence that inflationists in the minor- 


ity party in the radical West will support 
many current policies, and the tremen- 
dous political organization built up in 
the N.R.A., the P.W.A., the A.A.A., 
and all the other “A’s” will have an 
important part in the proceedings. The 
real issue which faces the voters in 
November is that of radicalism or con- 
servatism and the issue is complicated 
by the fact that the Government is 
being led by its radical adherents into 
measures which it would really prefer 
not to adopt but for which it will be held 
responsible—and properly so. Much 
water will run under the bridge between 
now and November and it is probable 
that the election of a new Congress will 
be won or lost because of things yet 
to happen. 


* 


Price Fixing 


Apparently the only certainty about 
the price fixing policy of the N.R.A. is 
that, when the authorities in charge of 
that organization allowed themselves to 
be forced into the adoption of the policy, 
they got hold of the hot end of the 


It’s Still the Overhead 


BROWN IN THE NEW YORK HERALD TRIBUNE 
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“You don’t have to buy it blind. 
Six million property owners are 
reducing costs right now 
through mutual fire insurance” 


EXPORTS 


Dr. Claudius T. Murchison, new direc- || 


tor of the Bureau of Foreign and Do-|" 


mestic Commerce of the Department of 

Commerce. Dr. Murchison was formerly 

an economist at the University of North 
Carolina 


poker. It is less certain but probably 
true that they will get out of the whole 
mess just as quickly as they can do so. 
Price fixing is the logical result of the 
policies adopted in many of the codes. 
Present difficulties are due less to the 
logical result than to the original poli- 
cies, but it will probably be another year 
before that fact is realized. 


ok 
Token Currency 


However much silver may be pur- 
chased by the Government under the 
Silver Act of 1934 the fact remains that 
all silver money will remain token or 
credit money whose value as legal 
tender depends entirely upon the fiat of 
the Government. 


Debts 


The Government in Washington has 
rather broadly hinted to the Govern- 
ment in London that with all its protest 
of a desire for a settlement of the war 
debts the latter has yet to make a seri- 
ous proposal for a new settlement and 
that if it is really anxious to make pay- 
ment it might do so by exports of Malay 
tin and rubber and Scotch whiskey. It 
is a bizarre combination which might 
work if our cousins across the sea really 
wanted it to work. Somehow a debt 
loses its force as an obligation the longer 
it is discussed. 


S™ million property owners are protected 
against fire in mutual companies to the 
extent of 37 billion dollars. 

This record represents a growth of 182 
years—a pretty sound test for any business. 

The essence of the mutual plan is to re- 
duce the cost of the insurance by reducing 
the losses. There are definite and traditional 
ways of doing this. One is selection of risks 
—using judgment about what type of prop- 
erty to insure. Another is to prevent fires as 
far as possible. Mutual companies devote 
time and thought and money to these meas- 
ures. And they work. 

Millions of dollars are saved annually and 
returned to policyholders by mutual fire 
insurance companies. To the individual 
policyholder the saving effected represents a 
substantial part of the premium. And it isa 
net saving since the premium rates charged 
by mutual companies are no higher than 
those of other carriers. 


72 Selected Companies 


The Federation of Mutual Fire Insurance 
Companies is made up of 72 advance pre- 


mium, legal reserve organizations — soundly 
financed, with assets in excess of 99 million 
dollars. These companies have returned over 
$125,000,000 to policyholders in the past 10 
years, They are general writing companies, 
insuring all types of risks — protecting many 
of the most notable structures in the country, 
in whole or in part. 


Any property owner interested in saving 
with safety can find these advantages in com- 
panies in this selected group of leaders. Write 
today for a list of Federation companies and 
an outline of their methods of operation. Or 
talk with local representatives of these com- 
panies in your home community. 


A Valuable Identification 
This Seal identifies a 
member company of 
The Federation of 

& Mutual Fire Insurance 
Si Companies and The 
American Mutual Alli- 
ance. It is a valuable 
guide to any buyer of 


fire insurance, 


MUTUAL FIRE INSURANCE 


An American Institution 


WRITE FOR THIS BOOKLET 


Federation of Mutual Fire Insurance Compa- 
nies, 230 North Michigan Ave., Chicago, Ill. 

Kindly send me your booklet explaining 
the Mutual Plan of Insurance and giving 
names of Federation companies. 
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"TODD MAKES A FAMOUS PRODUCT STILL MORE FAMOUS 


« A THOROUGHLY MODERN BANK CHECK FOR THOROUGHLY MODERN BANKS - 


« A REMARKABLE NEW FEATURE IN AN ALREADY REMARKABLE CHECK - 


« A BANK CHECK THAT IMPRESSES OLD DEPOSITORS AND INVITES NEW « 


e A SAFETY FEATURE THAT BANKS CAN FEATURE WITH SATISFACTION TO ALL -« 


vastly changed banking conditions comes 

an old standby in bank supplies ready to 
do a bigger job than ever. It is the Super-Safety 
Bank Check newly equipped with a safety 
feature that you can talk about to customers, 
old and new. 
This check, with the superior writing surface 
and eye-pleasing color assortment, has within 
its distinctive surface pattern a secret that in- 
stantly confounds the check crook when he 
attempts alteration with his well-known ink 
eradicator. Then, as though by magic, a trans- 


importantly from the welter of 


forming process reveals a quick succession of 
the cancelling words “VOID” which nullify the 
check, rendering it worthless and defeating all 
further attempts at alteration. And these 
checks are backed with Super-Safety insurance 
against check fraud to protect you and your 
customers. 

Be sure the Todd Man shows you this new 
Super-Safety Check the next time he is in your 
bank and learn from him how you can bring 
to your bank the advantages of a new service 
that attracts and holds old and new customers 
alike—a modern service for modern Banking. 


THE TODD COMPANY, incoRPORATED, ROCHESTER, NEW 


SUPER-SAFETY CHECKS e PASS BOOKS AND CHECK COVERS @ STATIONERY AND BANK SUPPLIES e REGISTERED PROTOD-GREENBAC CHECKS 


THE PROTECTOGRAPH 


CHECK SIGNERS 
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Planned Economy 


By GUSTAV CASSEL 


Swedish Economist and Authority on World Finance 


Y is it that the idea of “planned economy” has 
become so popular and shows such a marvellous 
vitality in the present time? There has always, of 

course, been a lot of talk about planning, and people have al- 
ways liked the game of constructing a society which should 
represent an absolutely rational planning of economic activ- 
ity. The popularity of economic planning depends to a great 
extent on the fact that it starts from very much simplified 
assumptions as to economic and social conditions. 

This simplification often goes so far that the notion of 
progress is entirely left out of consideration. But as progress 
in its general sense is a most important cause of the disturb- 
ances in economic life and of the dynamic conditions in 
which it finds itself continually involved, it is naturally easy 
enough to prove that we would have much greater stability 
if we were prepared to sacrifice all progress. This sacrifice is 
of course not made consciously by the advocates of a planned 
economy, and at any rate they do not tell the public that this 
would be the tremendous price humanity would have to pay 
for the stability they promise as the fruit of their planning. 

Socialism has always advocated a planned economy and 
has gained much of its strength from popular faith in plan- 
ning, based upon such misrepresentations of the conditions of 
actual economic life as have now been described. The so-called 
“anarchy” of the individualistic economy has been used as a 
powerful argument in socialistic agitation, which has con- 
tinually repeated that the 
present economic order suf- 
fers from lack of unified 
leadership. As long as pro- 
duction is carried on for the 
profit of the individual pro- 
ducer—the socialists contend 
—the needs of society will be 
neglected, and there will be 
no coordinated efforts for a 
harmonious satisfying of the 
wants of its members. On 
these grounds old liberalism 
has been rejected and con- 
demned as representing mere 
“capitalistic” interests. 


This is a complete misrepresentation of the fundamental 
idea of economic liberalism. Adam Smith and his followers 
held that the economic welfare of society as a whole would be 
furthered in the most efficient way under a system of free- 
dom of private enterprise and of confidence in private prop- 
erty. They thought that planning authorities were superfluous 
and obnoxious, and that free competition between individ- 
uals would enforce such a distribution of the productive 
powers of society among different branches of production as 
would secure the most uniform satisfaction of human wants 
possible to attain under the given conditions at any par- 
ticular time. 

Liberalism may therefore be looked upon as a system of 
planning, using the competition between private interests as 
a mechanism for attaining a social economy of the highest 
efficiency. To destroy that mechanism and replace it by a 
leadership concentrated in one authority may be looked upon 
as progress in planning only by such people as have never 
penetrated the central idea of economic liberalism. 

“Planned economy” is, in fact, a duplication of terms. 
“Economy” itself means a planned coordination of efforts 
towards a satisfaction of wants. It is natural enough that 
people in lack of economic education should feel a need of a 
personification of such planning, just as primitive people 
have always loved to have their ideas represented by some 
personality, be it a human being or an ox. 

These general sympathies 
for planning have been very 
much strengthened by the 
disorder into which the 
world’s economy was thrown 
by the war, and still more by 
the fatal mistakes of post- 
war economic and monetary 
policy. The disequilibrium in 
the world’s economy, which 
was an inheritance from the 
war, gave rise to an immense 
growth of protectionism, 
most countries believing that 
they had to defend them- 


selves against what was 
EWING GALLOWAY 
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looked upon as an “over-production.”’ 
Of course, such endeavors could only 
make over-production—as a worldwide 
factor of disturbance—still more seri- 
ous. Almost all countries made great 
efforts to equip themselves for an in- 
creased production of commodities 
which they could have bought more 
cheaply abroad, and in this way the total 
equipment of the world for particular 
branches of industry, for instance for 
wheat production, was increased far 
beyond the needs. Such endeavors, 
therefore, have only contributed to 
make the disequilibria in the world’s 
production still more annoying. 

The consequence was a further 
strengthening of the protectionistic 
policy, and, when by such means no 
more balanced conditions were at- 
tained, protectionism grew into a general 
state regulation both of trade and pro- 
duction. This regulation could not 
restrain itself to international trade. 
The endeavors to strengthen home 
production frequently encouraged some 
industries so far that a restriction of 
their productivity proved necessary. At 
the same time governments found them- 
selves forced directly to support home 
industries which could not be helped by 
protectionistic methods. Thus the state 
became involved in a more and more 
complete regulation of the whole eco- 
nomic life. All these efforts obviously 
needed to be coordinated in a rational 
way, and thus the demand for a plan- 
ning authority became stronger day by 
day. 


FUNCTION OF GOVERNMENT 


THE most important factor, however, 
in the post-war growth of protectionism 
has been the disorder in the world’s 
monetary system. When prices were 
pressed down by a process of deflation, 
producers, who are usually burdened 
with debts, saw themselves brought to 
ruin and turned to ask the state for 
help. In popular belief low prices were 
essentially the result of foreign competi- 
tion and, therefore, the process of defla- 
tion was bound to lead to a strong 
demand for exclusion of foreign com- 
petition. 

These effects have been particularly 
prominent in the great and worldwide 
process of deflation which began in 
1928, and which had the effect of bring- 
ing down the general level of commodity 
prices, as expressed in terms of gold, by 
a third or even more. Such a complete 
revolution of the value of the monetary 
unit is a thing that no social economy 
could stand. The immense disorder 
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The Difficulty in Simplifying the Complex 


The popularity of economic planning depends to a great extent on the 
fact that it starts from very much simplified assumptions as to economic 
and social conditions. This simplification often goes so far that the notion 


caused by this fatal process of deflation 
only strengthened the demand for plan- 
ning and for increased state regulation 
of national economic life. 

This result is extremely paradoxical. 
The principal purely economic function 
that necessarily and universally belongs 
to the state is the supply of legal means 
of payment. When the state had proved 
itself incapable of fulfilling this func- 
tion in a rational way, and when gov- 
ernments in connection with central 
banks had made the most disastrous 


mistakes in the handling of that mone- 
tary policy for which they were solely 
responsible, it seems very curious in- 
deed that the remedy for the catas- 
trophe that followed should be sought in 
an enormous widening of the scope of 
governmental action and responsibility. 
The only explanation for this appalling 
result is of course the general ignorance 
of the public in matters relating to 
money, an ignorance made still more 
bewildering by the post-war mass fabri- 
cation of dilettante theories and quack 
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of progress is entirely left out of consideration. But as progress in its gen- 
eral sense is a most important cause of the disturbances in economic life 
and of the dynamic conditions in which it finds itself continually in- 
volved, it is naturally easy enough to prove that we would have much 
greater stability if we were prepared to sacrifice all progress.—The Author 


remedies which has hampered the edu- 
cation of the public in monetary mat- 
ters in a most formidable way. 

The idea of planning has received par- 
ticular support in the popular belief 
that there are at present vast quantities 
of “idle money.” A natural desire has 
arisen to give employment to this “idle 
money,” and the state was looked upon 
as the only agency under present cir- 
cumstances capable of providing such 
employment. 

This whole 


conception of “idle 


money” is of course very misleading, 
and it is deplorable that such a vague 
idea should have got so much support 
from economists. The public is actually 
brought to believe that a lot of money 
exists, so to say, in the air, without any 
material wealth corresponding to it. 
This is, of course, nonsense. If the pub- 
lic possesses money in the form of bank 
notes or deposits, the banks must ob- 
viously keep assets against these debts. 
These assets may be gold, or products 
represented by bills of exchange or fixed 
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capital represented by bonds. It is 
therefore very misleading to speak of 
money that has not been used for buy- 
ing anything at all. 

The disturbances arise only from a 
lack of economic activity, and the only 
remedy for this evil is a general recovery 
of private enterprise. Such a recovery is, 
however, impossible as long as no stabil- 
ity is given to the monetary system, and 
as long as governments continue, by the 
most arbitrary and incalculable inter- 
ferences, to restrict the freedom of pri- 
vate enterprise and to make any busi- 
ness calculation insecure, not to say 
entirely impossible. The demand for 
further development of authoritative 
planning must therefore have results 
absolutely opposite to those expected 
from such a policy. 


ADJUSTMENT TO CURRENCY 


FURTHER, it must be observed that 
government interference in private 
business destroys the ordinary machin- 
ery for establishing stability in. the 
monetary system. Before the war, when 
the different currencies of the world 
were bound to gold, and when, there- 
fore, the rates of exchange were kept 
invariable, the economic life of the sev- 
eral nations had to adjust itself to this 
situation. This adjustment was then 
carried out by private enterprise, which 
was given a fair amount of freedom but 
which had to work under the condition 
that the monetary unit of every country 
was determined by a given gold parity 
and that the rates of exchanges were 
fixed. 

True, there was even at that time a 
lot of protectionism. In comparison 
with our present standards, however, 
this protection was moderate, and, first 
of all, it was relatively fixed, so that pri- 
vate enterprise knew the conditions 
under which it had to work. Thus free 
competition tended to establish an 
equilibrium both in the internal econ- 
omy of each country and in interna- 
tional relations, the several national 
economies being forced to accept a nat- 
ural division of labor and to find their 
true place in the world’s economy. This 
equilibrium corresponded to the existing 
monetary system and secured for that 
system itself an equilibrium which 
could never have been attained solely by 
monetary regulations. 

This mechanism has now been en- 
tirely put out of function. “Planned 
economy” and “autarchy” have de- 
stroyed the forces which work for 
stabilization of currencies. Govern- 
mental leader- (CONTINUED ON PAGE 49) 
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Bank Earnings 


By GEORGE E. ANDERSON 


OW can a bank make money? 
“Make loans,” says Jesse 
Jones, chairman of the Recon- 
struction Finance Corporation. That, 
indeed, is the opinion of the officers of 
the Farm Credit Administration, the 
Federal Deposit Insurance Corporation 
and other governmental units whose 
present functions seem to come in con- 
flict with or control the interests of 
banking as it has been conducted here- 
tofore in the United States. “Make 
loans”’ is an excellent slogan. It is short, 
comprehensive and popular, although 
its punch is somewhat weak because of 
its banality. However, it presents a 
truth, common sense. 

Yet in canvassing the situation of 
banks under present governmental 
and business conditions with represent- 
atives of governmental lending and 
regulatory agencies, an observer will 
quickly absorb the idea that they are 
not quite so cock-sure of the matter as 
they were some time ago. “ Make loans,” 
says the head of the R.F.C.; but he 
quickly adds: “if you can get them.” 
The head of the largest lending agency 
in the world admits that, in some parts 
of the country at least, good loans are 
hard to get. 

“People are tired of owing money. 
Just at present many good borrowers 
do not want loans. They are sick of the 
worry of it all and want a rest for a 
time.” The idea is that things will soon 
change and become more normal and 
that gradually borrowers and lenders 
will get together in constructive lending. 

“T don’t see what more we can do,” 
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Government officials point out that there are 
several phases of the current Government 
program which afford banks the opportunity 
of making money by cooperating with the 


emergency and other 


institutions which 


have been set up for various recovery and re- 
lief purposes and even with the permanent 
Government credit institutions which, in 
some respects, are competitors of the banks 
in certain types of business.—The Author 


says Mr. Jones. ‘What we have tried 
to do and are still trying to do is to 
make the banks strong, give them all 
the money they need and place them in 
a position where lending becomes a 
necessity. When they get hungry they 
will eat.” In other words, the first 
requisite for banks to make money is 
that they be strong. The policy of the 
R.F.C. is to make them strong so that 
they can and will conduct a profitable 
business. 

Such, also, is the general idea of the 
Federal Deposit Insurance Corporation 
officers. They believe that under the 
deposit insurance system banks are so 
regaining the confidence of the public 
that people are not only returning their 
hoards to the banks in increasing de- 
posits but that they will soon become 
more and more disposed to borrow from 
the banks and assume the normal rela- 
tionship in all other lines which has 
meant prosperity for the banks in the 
past. The F.D.I.C. officials point out 
that while the failure of thousands of 
banks was primarily an embarrassment 
to millions of depositors it also em- 
barrassed millions of borrowers who 


were suddenly called upon to liquidate 
their loans at a time when funds were 
frozen. The prospect of similar difficul- 
ties in the future is now avoided under 
the insurance system. 

F.D.1.C. executives also believe 
that under this system banks can and 
should make loans to industry and to 
agriculture which were of doubtful 
merit under the conditions existing 
before the insurance system was estab- 
lished. Banks are no longer compelled 
to maintain a high degree of liquidity. 
They are protected from runs. If they 
have need of funds they can easily redis- 
count or sell longer term paper or bor- 
row from the R.F.C. or other Govern- 
ment agencies. Here, too, it is admitted 
that good loans are not so thick as 
blackberries on a bush, but it is pointed 
out that under present conditions banks 
can extend credit in many directions 
heretofore, at least in recent years, im- 
practicable because of the necessity of 
high liquidity. 

Federal authorities say they have no 
intention of competing with banks in 
business which banks can and properly 
should do, that they have no disposition 
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to control banks or other credit agencies 
except in the direction of a sounder 
credit system, and that as banks show 
their willingness and their ability to 
take up the credit burden they will 
gladly shift it from the Government to 
the private credit institutions. 


Farm Credit 


I< some respects the most direct possi- 
ble crossing of interests between the 
banks and the Government lending 
agencies is in connection with the activi- 
ties of the Farm Credit Administration. 
That administration through its various 
lending agencies had credit outstanding 
on May 1 in the amount of $2,582,- 
188,865. This total included, as princi- 
pal items, $1,483,939,637 in the land 
banks; $344,773,125 in the joint stock 
land banks; $84,137,222 in emergency 
crop loans of the Department of Agri- 
culture; $163,704,870 in old farm board 
loans; $13,448,151 in the Central Bank 
for Cooperatives; $3,692,535 in the 
banks for cooperatives; $14,392,456 in 
the production credit associations; $144,- 
721,788 in the regional agricultural 
credit corporations; and $172,345,572 
in the intermediate credit banks which, 
however, included rediscounts of $88,- 
387,248 for the regional agricultural 
credit corporations and $14,392,456 for 
the production credit associations. 
These figures will bear careful con- 
sideration, especially in connection with 
the development of the present great 
and comprehensive farm credit system. 
The figures are large and include hun- 
dreds of millions of dollars in loans 


which formerly were carried by the 
country banks. Many of them would 
now be carried by the banks if the Gov- 
ernment agencies were not in existence. 
The land banks and the joint stock land 
banks were founded less in competition 
with banks than with the large life in- 
surance companies and other mortgage 
lending institutions. The intermediate 
credit banks were founded to supple- 
ment the long term capital credit af- 
forded by the land and joint stock land 
banks and the short term, crop loan, 
livestock and similar credit at that time 
carried by the country banks. They 
were established as rediscount agencies 
which were to serve banks as well as 
cooperative associations and other agri- 
cultural credit institutions. 

For several years the Federal Farm 
Loan Board made special efforts to 
secure the cooperation of the commer- 
cial banks in making these institutions 
of use to the farmer. The regional agri- 
cultural credit corporations are tempo- 
rary and are being liquidated as rapidly 
as possible. The loans placed by the 
Department of Agriculture and the old 
farm board also are being liquidated, 


UNCERTAINTY 


The metamorphosis of N.R.A. brings 
an end to the licensing provisions, a 
modification of price fixing efforts and 
the exemption of small concerns from 
Government scrutiny. The picture was 
made at one of the Darrow hearings, 
which drew attention to the fact that 
there is considerable disagreement 
about N.R.A. within the Administra- 
tion itself 


both these credit organizations repre- 
senting emergency. Hence up to a year 
or so ago the Government’s agricultural 
credit institutions were organized in no 
direct competition to the commercial 
banks. They were designed to supple- 
ment existing institutions. 

In the past year, however, conditions 
have changed, for in that period a com- 
plete system of Government lending 
agencies has been set up for the avowed 
purpose of furnishing short and inter- 
mediate credits to the farmer at low 
rates of interest, more or less directly in 
competition with the banks, on the 
ground that the commercial country 
banks had failed in this particular func- 
tion. The question now is: how much of 
this business do the banks want and 
how much of it can they recover? What 
the commercial banks can now secure 
in the way of business and profit from 
the farmer depends entirely upon how 
well they may fit their services with the 
set-up and operations of these Govern- 
ment institutions. Whatever the banker 
may think of these agencies is no longer 
even an academic question. The institu- 
tions are here to stay and that fact may 
as well be faced now as later. 

With the operations of the Federal 
land banks few bankers have any quar- 
rel. The banks still carry about $425,- 
000,000 in loans on farm real estate, but 
much of this mortgage indebtedness 
represents security for loans that had 
been previously granted for other than 
capital purposes. 


Business of most direct interest to the average country 
bank centers in the borrowings of agricultural cooperative 
associations, livestock and other agricultural credit compa- 
nies and the new production credit associations. Whether the 
crop loan business goes to the banks or to the Government 
organizations depends upon whether the banks can better 
serve the borrower.—The Author 
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BANKS PREFERRED 
A great deal of banking business is 
being done through recovery agen- 
cies. Healthy agriculture and indus- 
try will prefer to deal with normal 
banking facilities. 

At the right are Representatives 
Goldsborough, Steagall and Luce ata 
House Banking and Currency Com- 
mittee hearing. Few Congresses have 
had,more far-reaching banking legis- 

lation to consider than the 73rd 


There may be a certain amount of short 
term farm mortgage loans which banks 
could still handle with advantage, but 
in general the experience of most banks 
in the past six or eight years has been 
that they are better off without this 
sort of business. The joint stock land 
banks are being liquidated and no 
longer are in the picture. 

In general, then, banks cannot expect 
to do much new business in farm mort- 
gages, but it is possible that they can 
do profitable business in supplementing 
the operations of the land banks by 
dealing in their securities. 

It is probable that since the new series 
of land bank bonds guaranteed as to 
interest by the Federal Government 
can be sold at a high rate they will be 
issued not only to be exchanged for 
mortgages as at present, but possibly 
later to refund outstanding higher rate 
bonds which have no Government guar- 
anty, as for instance, the $131,000,000 
of 434 per cent bonds which can be 
called July 1 and $162,000,000 in 5 per 
cent bonds, callable next October. At 
all events the Government has indicated 
its intention of supporting the banks and 
their bonds, and commercial banks can 
give their attention to them with con- 
siderable prospect of holding or handling 
these securities at a profit. 


The Cooperatives 


A first sight it may appear that the 
system of banks for cooperatives 
may offer some competition for commer- 
cial banks. This is especially true of the 
function of the Central Bank for Coop- 


eratives in making large loans to large 
cooperatives. This business is the lineal 
descendant of the Federal Farm Board’s 
loaning activities, which developed 
into its historical plunging in the cotton 
and wheat markets with disastrous con- 
sequences. The central bank, like the 
Federal Farm Board, makes two classes 
of loans. One is the large loans to large 
cooperative associations for “effective 
merchandising of agricultural commodi- 
ties and food products thereof and the 
financing of the associations.” 

The central bank also makes loans for 
the “‘construction or acquisition . . 
of physical marketing facilities for pre- 
paring, handling, storing, processing, or 
merchandising agricultural commodi- 
ties or their food products.” The re- 
gional banks for cooperatives make 
similar loans but on a smaller scale, the 
minimum for the central bank being 
$500,000 while the regional organiza- 
tions handle lesser amounts. With the 
capital or physical plant loans banks are 
not likely to be greatly concerned. They 
are not of a commercial bank character. 

The chief loans handled by both 
classes of banks, however, are for the 
purpose of carrying large stocks of 
wheat, cotton, wool, dairy and other 
products for a favorable market. The old 
farm board did much of its business in 
this line by loans from commercial 
banks on warehouse receipts or on 
bankers’ acceptances. The amount of 
Government money advanced was in 
the nature of a margin. It is probable 
that, if conditions similar to those of 
1928-1932 return and the business of 
these banks for cooperatives grows 


large, much the same procedure will be 
followed and commercial banks will 
participate in it profitably, the credit 
margin of the Government institutions 
rendering the loans of a highly desirable 
character. 

Business of most direct interest to the 
average country bank centers in the 
borrowings of agricultural cooperative 
associations, livestock and other agri- 
cultural credit companies and the new 
production credit associations. Whether 
the crop loan business goes to the banks 
or to the Government organizations 
depends upon whether the banks can 
better serve the borrower. The real 
activity of these organizations is con- 
centrated in loans to farmers which are 
rediscounted in the intermediate credit 
banks. These banks are the key organi- 
zations in farm credit which affect com- 
mercial banks. 

At the beginning of May the new 
production credit corporations had 
loans outstanding in the amount of 
$14,392,456. By the beginning of June 
the amount had doubled, notwithstand- 
ing the fact that the regional agricul- 
tural credit corporations, which are to 
be liquidated as soon as possible, also 
increased their business as a result of 
increased advances to farmers already 
borrowers, loan extensions and com- 
mitments already made. 

These figures must be watched, for, 
whether or not the banks for coopera- 
tives endure, the production credit 
associations will endure, and as they 
take over the business of the regional 
agricultural credit corporation their 
loans will run eventually to hundreds 
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of millions of dollars, and their business 
is business which banks might have had 
or may still have if they meet the 
necessary conditions. 

It is largely a question of rates of 
interest. Under the law, agricultural 
paper rediscounted at the intermediate 
credit banks cannot carry a cost to the 
borrower of more than 3 per cent above 
the intermediate credit bank’s redis- 
count rate. The latter, since intermedi- 
ate credit bank debentures are now ac- 
cepted at the reserve banks as the basis 
for loans to member banks and are 
therefore in great demand, is now 2 per 
cent and interest to the farmer bor- 
rower in the original loan cannot ex- 
ceed 5 per cent. It may be lower. 

However, to obtain a loan from or 
through the production credit associa- 
tions ten or more farmer borrowers 
must join in the organization of one of 
these associations and each member 
must subscribe $5 out of every $100 he 
borrows, as capital in the organization. 
This capital subscription is not re- 
funded to him when his loan is repaid, 
nor can he sell his stock to any one ex- 
cept another farmer borrower. The 
process takes time. The security the 
borrower must offer is a first mortgage 
lien on his growing crops and other per- 
sonal property, while livestock loans 


will be secured by a first mortgage lien 
on the livestock. Each borrower, also, 
through his association and to the 
amount of his capital stock, is a guar- 
antor for other borrowers in the asso- 


ciation. In other words, in most cases it 
would be more convenient for the farmer 
borrower to do business with his local 
bank. A majority of farmers continues 
to do so. There is not much doubt that 
if a farmer is known to his local bank 
as a proper risk and the bank could let 
him have his money promptly upon his 
application, it would get the business if 
the matter of the interest rate could be 
agreed upon. The bank can rediscount 
the paper with the intermediate credit 
bank as readily as a production credit 
association, a cooperative association or 
any other agricultural credit agency. 
It is generally agreed by farm credit 
authorities that the reason the banks 
have never availed themselves of the 
rediscount privilege with the intermedi- 
ate credit banks in material amounts, 
despite the fact that by doing so they 
could handle farm credits up to three 
years’ maturity and preserve their 
liquidity, has been the fact that the 5, 
6 or 7 per cent interest rate they could 
charge the borrower was below the pre- 
vailing rate on that class of loans in the 
community and that acceptance of such 
business would upset interest rates 
charged other borrowers. The unwilling- 
ness of many country banks to show 
borrowings in their condition state- 
ments also has been a factor. For obvi- 
ous reasons most banks have overcome 
this reluctance in recent months. The 
question now is whether a 5 per cent 
loan netting a 3 per cent gross profit 
means more to a bank than idle funds. 


CUSHING 


Home Credit 


UTHORITIES of the home loan 
bank system, including the Home 
Owners Loan Corporation and the fed- 
eral savings and loan associations, seem 
to feel that banks can make money in 
connection with their activities more in 
the way of relief and the avoidance of 
losses than in direct cooperation, al- 
though they do not minimize the latter. 
Mutual savings and cooperative banks 
are eligible for membership in the home 
loan banks and can and do use the 
latter as a rediscount agency with di- 
rect profit and the benefit of indefinite 
loan expansion. There are nine mutual 
savings and 55 cooperative banks now 
in the system. Other banks can use the 
system only by indirection through 
building and loan associations or other 
members of the home loan banks, but it 
is contended that commercial banks 
which need to get rid of good but slow 
home mortgages have no difficulty in 
doing so by this means. 

The greatest activity of the home loan 
organization at present is in the Home 
Owners Loan Corporation, which has 
set up the system of taking over sour 
mortgages by readjustment of each 
home mortgage debt with the creditor 
where necessary to bring the debt below 
80 per cent of the present appraised 
value of the property, which is the 
limit of loans under the law. The cor- 
poration then exchanges its own Gov- 
ernment-guaranteed bonds therefor. At 
the beginning of June the corporation 
had made readjustments covering 269,- 
620 homes and involving debts of the 
face value of $817,904,540. 

The volume outstanding has been 
increasing at the rate of over $50,000,- 
000 per week. What proportion of the 
mortgages thus converted into good 
bonds has been held by commercial 
banks is unknown, but it has been 
large. The original inquiry of the cor- 
poration on which it estimated the 
possible volume of business it would do 
indicated a total of around $550,000,000 
of mortgages held by banks which would 
come within the range of the corpora- 


NEW HOUSES FOR OLD 


In many cities large amounts of money 

are being spent for apartments where 

wage earners may live decently and 

cheaply. Banks can aid in the financing 

of these projects. The picture was 
taken in New York 
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tion’s activities. It is thought that more 
than half these mortgages have already 
been converted. 

The chief interest of banks in this 
business, for the immediate future, 
seems to be in dealing in the bonds of 
the corporation. Under the original law 
the Federal Government guaranteed 
the interest on the bonds but not the 
principal. Bonds were put out under 
this provision on a 4 per cent basis but 
the demand for them was not great. In 
the last session, however, Congress 
amended the law so as to extend the 
guaranty of the Government to both 
principal and interest, and bonds are 
now issued on a 3 per cent basis. Both 
issues are quoted in the Government 
bond list and both are selling above par. 
There is every prospect that the total of 
the issues will reach the two billion 


dollar limit set by Congress by the end 
of the next fiscal year. 

The authorities have no means of 
tracing the holders of these bonds, but 
the holdings of banks are believed to be 
large. It may be assumed that some of 
the mortgagees who have exchanged 
their mortgages for the bonds have 
elected to keep them, this being true 
especially of banks, insurance compa- 
nies and other institutional lenders. On 
the other hand, it is assumed that most 
of the private holders of mortgages have 
elected to sell the bonds they have re- 
ceived in exchange for mortgages, espe- 
cially since they could earn a slight 
profit in doing so; these securities have 
naturally been handled largely through 
their local banks and in a goodly por- 
tion of cases have stayed in the banks. 
There has been substantial trading ac- 


With millions to spend, the country realizes that 

slums must be cleared away. The picture shows 

a corner of New York’s lower East Side, before 
slum clearance 


CUSHING 


tivity in these securities as compared 
with the general securities market vol- 
ume, and demand for them continues 
strong. The business will continue in- 
definitely as new bonds are issued, and 
the banks should continue to earn a 
steady though perhaps not impressive 
income from dealing in them. 

The home loan bank authorities also 
point to the material aid given the 
banks of the country, as well as to busi- 
ness generally, by the Home Loan Bank 
Board’s campaign to release funds in 
closed banks through the purchase of 
mortgages on residential real estate. 
Up to the first of June this “ wholesale”’ 
business of the home banks, as it is 
called, amounted to a little more than 
$125,000,000, involving 45,964 separate 
mortgages, and the amount is increas- 
ing at the rate of $7,000,000 to $10,000,- 
000 per week. The expectation is that 
ultimately around $500,000,000 now in 
closed banks will be released. 

(The earnings possibilities, as far as 
banks are concerned, in the new Federal 
housing legislation, are discussed in an 
article beginning on page 46 in this 
issue. ) 


Public Works Credit 


iv would require little argument to 
convince the average banker -that 
pouring three and a third billion dollars 
into the channels of trade and industry 
would help business generally, for the 
time being at least, and general business 
improvement naturally increases a bank’s 
opportunity for the profitable employ- 
ment of its funds. Guiding the flow of 
some of these huge expenditures into 
the banks in the form of definite and 
concrete profits, however, is a different 
matter but not so different that it is 
impossible. The Public Works Admin- 
istration completed its allotment of its 
$3,300,000,000 appropriation months 
ago and is now considering more enter- 
prises under additional appropriations. 
Aside from grants for relief through the 
C.W.A., the C.C.C. and similar enter- 
prises, little of this money so far has 
been put into action, though the outflow 
for the $2,100,000,000 actual allotments 
for construction purposes is now com- 
mencing in substantial volume. 

What profits these expenditures mean 
for the banks would seem to depend 
largely upon the banks themselves. As 
the P.W.A. authorities see it, banks are 
likely to benefit as much as any other line 
of businessfrom theactivity thuscreated, 
and with a little enterprise they may ben- 
efit more than (CONTINUED ON PAGE 63) 
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PARLIAMENT SOLID 
INBACKING DEFAULT 
BY BRITAIN ON DEBT 


Chamberlain Holds New Move 
Futile Until We Are Ready to- 
Reopen Whole Question. 


TOKEN OFFER STILL OPEN 


American Editorial Comment 
is Generally Svmpathetic 


The whole international debt situation is a good example of what happens when politics and 
banking mix. In the picture, Mr. Neville Chamberlain, Chancellor of the Exchequer, fishing 


History Marks the Boundary 


Between Government and Banking 


\\ 7HATEVER the term “govern- 
ment banking” may mean, as 
regards the present needs of the 

country it would appear that nothing 

coming under that head could be a 

logical step. It is not a gradual unfolding 

or evolution of a plan that has slowly 
taken form during the passing years and 
is now about to burst into flower. On 
the contrary, the idea is several cen- 
turies old, has been tried on numerous 
occasions, has failed almost as often and 
possesses few attributes of novelty or 
originality. It is not even the invention 
of Karl Marx, who included the plan in 

his Communist Manifesto in 1847. 

In the days when Florence and Venice 
were the great banking centers of the 
world, and that great company of 
artists that included Leonardo da Vinci 
was creating works of art that arouse 
our admiration today, the idea of gov- 
ernment banking received very serious 
consideration. 

Private banks of that day were sub- 


ject to legal regulation and, as a condi- 
tion of carrying on their business, de- 
posited security with the government. 
These precautions did not, however, 
prevent losses. After two centuries of 
this type of banking Tommaso Con- 
tarino, a Venetian senator, declared in 
favor of a public bank, calling attention 
to the losses that had occurred during 
the more than 200 years of private 
banking and urging the necessity of the 
government’s taking matters into its 
own hands. The idea was not, however, 
adopted. The public could not conceive 
of trusting its savings to political con- 
trol and preferred to take the risks in- 
volved in private banking. 

Three years later, however, the Banco 
di Rialto, an institution that fulfilled in 
part the function of a public bank, was 
founded under government auspices at 
Venice. Twenty-two years later a sim- 
ilar government bank was founded at 
the northern center of trade, Amster- 
dam, and with a later one, the Bank of 


By ALLAN HERRICK 


Hamburg, there came into being a trio 
of medieval banks under government 
control that became known ’round the 
world. Of the three, the Bank of Am- 
sterdam is most famous. Behind it stood 
the full faith of the city of Amsterdam, 
most powerful trading port of northern 
Europe, and backed by that pledge the 
bank existed for over 180 years. While 
it failed in the end because the tempta- 
tion to borrow from the bank proved 
too great for the municipality to with- 
stand and secret loans to Amsterdam 
and to the Dutch East India Company 
led to its downfall, its long record would 
seem to support Contarino’s theory. 

It must be remembered, however, 
that these great medieval banks an- 
swered very imperfectly to the modern 
definition of a bank. Many financial in- 
stitutions of that time administered 
directly to the needs of the state. The 
great tax-farming organizations, for ex- 
ample, were called “banks.” A public 
loan was a “bank.” 
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The principle function of the great 
banks, such as those of Venice, Amster- 
dam and Hamburg, was to standardize 
and regulate exchange. At that time the 
trading ports of the world were filled 
with divers coins of every degree of 
fineness and bills of exchange of every 
character. Rapid fluctuations and varia- 
tions in the value of these made some 
sort of standardization a necessary pre- 
lude to the conduct of trade. The result 
was the creation of great institutions of 
known standing that issued “bank 
money” of a value universally recog- 
nized. The great medieval banks were 
originally of this type, their deposit and 
discount functions being a later de- 
velopment. 

Contarino, in advocating state con- 
trol and operation of banks, did not have 
in mind banks that performed special 
services for the municipality. He re- 
ferred to deposit and discount banking 
as then conducted by private bankers. 
These banks served their respective 
communities in much the same way in 
which our savings and commercial 
banks do today. Such banks then, as 
now, were under private management, 
subject to government regulation and 
restriction. Contarino saw in actual 
government operation a relief from 
failures and a logical “next-step”’ in 


banking development. The step was not 
taken, however. Nor were the “public 
banks,” as we have seen, a develop- 
ment owing its existence to his idea. 


“Of the vari- 
ous criticisms 
of the plans of 
Marx, the one 
most difficult 
for him to 
meet was the 
charge that 
many of the 
features of the 
new scheme 
had already 
been tried by 
society and 
found wanting” 


As the center of world power moved 
northward from the Mediterranean into 
France and Spain, England and Ger- 
many, banking influence and prestige 
followed. And, as in the Mediterranean 
countries, private bankers, subject to 


“Of the great central 
banks of Europe, 
only the Bank of 
Russia, founded in 
1860, in the reign of 
Alexander II, by the 
absorption of a 
group of private 
banking firms was 
successful under 
government owner- 
ship. Special provi- 
sions in its charter 
provided for placing 
depositors’ funds be- 
yond the reach of 
government necessi- 
ties, and its inde- 
pendence of the 
Crown was rigidly 
maintained, even in 
time of war”’ 


PAINTING BY CHAPPEL 


SOIBELMAN 


control and supervision by properly 
constituted public authorities, provided 
the banking services required by busi- 
ness men and tradespeople. 

Although bank failures occurred, and 
criticism of banks’ credit policies was 
undoubtedly as widespread then as now, 
the proposal that the government rem- 
edy these ills by going, itself, into the 
banking business was not seriously ad- 
vocated. It is very doubtful that the 
proposal would have received public 
support during this period. In the 15th, 
16th and 17th centuries, repudiation, 
deceit, trickery and fraud in financial 
transactions were more than once prac- 
ticed by leading governments. The 
public had far greater confidence in the 
goldsmiths, money-changers and private 
bankers of the day than in the profligate 
monarchs who sat upon the thrones of 
Europe. Charles I of England, for ex- 
ample, nursing a grudge against the 
city of London for having denied him a 
loan, seized the reserves of the London 
bankers, kept for safekeeping in the 
mint, and converted them to his own 
use. The bankers and their depositors 
were ruined and obtained no redress. 
Charles II engaged in similar banditry. 
He closed the exchequer and took the 
reserves of private banking firms kept 
there. This act of gross injustice and 
robbery paralyzed trade throughout 
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“The Bank of Prus- 
sia began in 1765 
under Frederick the 
Great as an institu- 
tion owned exclu- 
sively by the govern- 
ment. But when 
Prussia later entered 
upon an era of great 
industrial expansion 
the bank could not 
keep pace with the 
credit needs of the 
country and private 
capital was added. 
The shareholders 
were given a voice in 
the management”’ 


NEW YORK PUBLIC LIBRARY 


England and ruined many bank de- 
positors. The King’s excuse was that 
his government needed the money. 

King Henry VIII secretly reduced 
the silver in the British coins until the 
copper changed their color and the 
public discovered the theft. A long 
chain of such events made it quite im- 
possible for the British people to look 
upon the government as a beneficent 
guardian of their savings. Nor did con- 
fidence in governments abound on the 
Continent. When an early English king 
repudiated his external debt to Floren- 
tine bankers by the simple expedient 
of issuing a royal decree to the effect 
that the Crown considered itself free 
of debt, other European monarchs 
viewed the scheme with favor and 
enthusiastically followed suit. Their 
united action ruined Florence as a 
banking center. Two hundred years 
later a decree of the king of Spain along 
similar lines ended the reign of the 
private banking house of Fugger, fa- 
mous for a century. Such actions un- 
doubtedly relieved the respective gov- 
ernments of a heavy burden of debt. 
But they were not conducive to the 
creation of public confidence in the 
sovereign. 

When, in the early part of the 17th 
century, the great central banks of 
issue began to make their appearance 
in Europe, this lack of confidence in 
governments as guardians of the money 
of its citizens still persisted. In theory it 
was logical that banks of issue should 


be owned by the state. Ever since 
Greek and Roman days it had been 
recognized that the ruler should control 
the coinage. Now that paper money 
was being substituted for specie, on a 


“Charles II... 
closed the ex- 
chequer and 
took the re- 
serves of pri- 
vate banking 
firms left 
there.”’’ Per- 
haps such ex- 
periences led 
parliament to 
found the 
Bank of Eng- 
land as a pii- 
vate institu- 
tion a few 
decades later 


large scale, it seemed but reasonable 
that a bank which should have ex- 
clusive control of the issuance should 
be owned by the state. 

Thus it was that the first proposal 
for the founding of the Bank of France 
contemplated an institution owned and 
operated by the government. The idea 
did not, however, prevail. The govern- 
ment itself felt that private ownership 
would likely make for a better operated 
institution, and one in which the public 
would have greater confidence. Accord- 
ingly, when the bank opened in 1716, it 
was under private auspices. Other great 
banks of issue, as they were founded, 
took on similar character. Closely 
supervised by their states, they began, 
and remained, in private hands. This 
was true of the Bank of England, 
founded in 1694, and the Bank of 
Scotland, founded in 1695. The Bank 
of Prussia began in 1765 under Freder- 
ick the Great as an institution owned 
exclusively by the government. But 
when Prussia later entered upon an era 
of great industrial expansion the bank 
could not keep pace with the credit 
needs of the country and private capital 
was added. The shareholders were 
given a voice in the management. 

Of the great (CONTINUED ON PAGE 68) 
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KEYSTONE 


Congressional press gallery 


Momentum 


By MARK SULLIVAN 


The first Roosevelt Congress wrote an extraordinary page in world history. Yet 
it is probable that some contemporary development, unheralded and obscure, 
will have an even more profound effect on business, banking and living 
than these political events which now appear to be of such vast importance 


ARELY have the final days of a 
R Congress been so clearly a divid- 
ing point between two eras. For 
banking and business especially, this is 
a period of appraisal and preparation. 

This Congress passed a larger amount, 
and a more far-reaching kind, of legisla- 
tion affecting the whole area of business 
and banking than any other Congress 
in our history. It was swept into office 
on a tidal wave of discontent following 
three years of depression; it contained 
an immense majority of the party 
reflecting this discontent; it gave ex- 
traordinary allegiance to the President 
who was elected at the same time and 
for mainly the same reason; and it 
passed, practically without exception 
and almost without change, the meas- 
ures that the President asked. 

The sum of these measures included a 
broad program designed to put new 
controls upon business of all kinds, 
especially upon banking and upon the 
issue and sale of securities. With the 
ending of Congress, the program was 
practically complete. Consequently these 
recent days have been for business— 
and for banking more than for any 
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other branch of business—a time for 
taking stock of what has been done, for 
adjustment to fundamentally altered 
conditions, and for considering the 
future. 

In considering the future, the ques- 
tion in every mind is: can we have con- 
fidence? Not confidence in the ordinary 
sense of considering whether conditions 
within the field of business itself are 
favorable. That the depression is safely 
past, everybody knows. If this were two 
years after the depression of the early 
1890’s or of the 1870’s there would be 
little question of confidence about the 
business future. 

The special querying of confidence on 
the present occasion has to do with 
whether, under the laws recently passed 
and the controls set up, it is possible for 
privately owned business to function 
successfully, or to function with sufh- 
cient assurance of profit to make enter- 
prise worth while. On the answer to 
that depends, in turn, the answer to 
whether confidence exists or is justified. 

The answer means much not only to 
banking and business but to the 
country and the world. For unless 


privately owned business becomes ac- 
tive, unless it increases greatly in 
volume, and unless it produces sufficient 
profits to pay the taxes necessary to 
support the greatly increased public 
debt, there must occur some change 
in the economic structure and govern- 
ment of the United States more far- 
reaching than has yet happened. Such a 
change, if it comes, might end, for a 
time, the very existence of privately- 
owned business and introduce a period 
of collectivism which, whether brief 
or long, would be momentous while it 
lasted. Only a prompt and vigorous 
up-swing of business in the normal 
sense, privately-owned business, can 
avert those extremely formidable fiscal 
changes which would accompany con- 
tinued borrowing by the Government, 
and the equally formidable social 
changes which would accompany con- 
tinued existence of unemployment in 
large numbers. Only expansion of 
private business will do it. Government 
business—so-called “public works”— 
and employment provided by govern- 
ment, cannot serve. Government busi- 
ness does not yield taxes. Great revenue 
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I am skeptical whether the new 
conceptions of government in Eu- 
rope will endure in their present 
form. And whatever may happen to 
them in Europe I am confident 
they cannot take root in America. 
If any of our controls over business, 
enacted by the recent Congress, 
should in operation turn out to be 
alien to the American spirit, they 
will be modified or permitted to 


lapse.—The Author 


from taxes there must be—and only the 
expansion of privately owned business 
can yield taxes in sufficient volume. 

For this reason, much depends upon 
the aggregate decisions and actions of 
those bankers and business men who 
during these early summer days are 
pondering the matter of confidence: the 
business man pondering whether there 
is sufficient incentive for him to borrow 
and expand, the banker asking whether 
the new conditions will permit business 
men to make fruitful use of credit. 

On the side of optimism are several 
precedents in the past of our own coun- 
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try. The same puzzled pondering that 
goes on in the minds of business men 
and bankers today must have gone on 
in the minds of railroad men nearly 50 
years ago, in the minds of public utility 
men about 30 years ago, and in the 
minds of business men of all kinds on 
another occasion 20 years ago. 

The Interstate Commerce Act of 
1887, supplemented by the rate control 
law of 1906, put upon railroad men 
greater limitations of freedom than the 
legislation of the recent Congress has 
put upon bankers and business men. 
Yet the Interstate Commerce Act and its 
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supplement did not prevent railroading 
from being profitable. One of the great- 
est periods of prosperity the railroads 
have ever had came during the 1920’s, a 
generation after drastic Government 
regulation had been imposed upon them. 
(True, the railroads ceased to grow soon 
after the Interstate Commerce Act; but 
that check of growth was not due to the 
repressive regulation, it was due to the 
emergence of a new form of transporta- 
tion, the automobile, truck and bus.) 
I suspect that every doleful appre- 
hension in the mind of any banker today 
could be found duplicated in the mind 
of a railroad man in 1887 or 1906. 
Another line of business has had the 
same experience of fearful apprehension 
—without fulfilment of the fears. The 
setting up of state public utility com- 
missions (designed to regulate public 
utilities as the Federal Interstate Com- 
merce Commission regulated railroads) 
began about 30 years ago and has long 
since been adopted in every state. Yet 
the intervening years have seen enor- 
mous profits, great fortunes and small 
competencies grow out of the public 
utility business. During the period of 
control by state commissions, almost 
the whole growth of electricity has 
taken place, use of artificial gas has 
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spread, use of natural gas begun and 
expanded. 

Again in 1914, under the presidency 
of Woodrow Wilson, and in much the 
same spirit as now, a spirit of drastic 
policing of business of all kinds mani- 
fested itself. In 1914 there was set up 
the Federal Trade Commission, and in 
1916 the anti-trust law was made more 
stringent. Yet the period since then has 
seen the greatest era of business growth 
and of profit that the country has ever 
known. 

There is another bit of optimism to be 
extracted from our own history. Such 
periods of concentrated assertion of 
Government control as this Congress 
has seen are commonly the expression of 
bitterness about the recent past. The 
popular mood of bitterness, of revenge, 
is often satisfied by enactment, and 
does not always insist upon enforce- 
ment. With the end of business depres- 
sion, with readjustments of debt that 
make the load less heavy, with rising 
prices, with expansion of business, and 


with mere passage of time, the public 
mood changes. The Sherman anti-trust 
law was passed in 1890. During the 
first few years of its existence there were 
some prosecutions under it. But from 
about 1894 until about 1904 there was 
almost no enforcement and very little 
popular demand for enforcement. Simi- 
larly, the setting up of the Federal 
Trade Commission in 1914 was followed 
by events which diverted the public 
mind to other interests, and caused the 
effect of the commission on business to 
be much less than had been intended. 
The Congresses and administrations 
which initiate and enact drastic regula- 
tory measures are expressions of popu- 
lar mood—and mass moods are like 
individual moods in that they wear 
themselves out with time, and change 
with new circumstances. It is possible 
for such a change of popular mood to 
take place within the four years of a 
single administration, and to express 
itself in the two-year Congressional 
election that takes place in the middle 
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of a Presidential term, such as the one 
next November. 

I suspect that these considerations 
and these precedents will be followed 
now, that the natural energies of man 
will follow their bent and will find ways 
to survive even the perversities of 
government. 

Yet I am obliged to admit there is a 
condition attending the present wave of 
drastic assertion by government of 
control over business, and invasion of 
business, which did not exist at the time 
of the reassuring precedents I have 
mentioned. 

All such periods give rise to fear of 
Socialism, fear of the extinction of 
privately-owned business as a working 
philosophy of society. Some years ago 
I wrote a history of ‘Our Times” which 
included a careful account of the enact- 
ment of the railroad rate bill of 1906. 
I mentioned, as a phenomenon of that 
day, frequent expressions, from sources 
highly placed, of apprehension of 
socialism, or at least of government 
ownership of railroads. I quote a few 
sentences which reflect a facet of 1906: 

“There was, of course, during the 
debate, the usual conjuring up of that 
terror (ominous to statesmen, but to 
historians a harmless old friend) ‘an 
entering wedge’, a first step in Social- 
ism; accompanied, alas, by the usual 
type of prediction—it would mean, 
Congressman Sibley of Pennsylvania 
had said in the Lower House, ‘govern- 
ment ownership within ten years.’” 

If, as a historian writing about 1906, 
I was able, twenty years afterward, to 
smile at the apprehensions of that earlier 
day, then I ought, I suppose, to be able 
now, as a journalist writing about 
events of the past few months, to 
achieve a similar equanimity and 
humor. 

But something new has come into 
the world since 1906, something new 
and very portentous. 

Up to seventeen years ago, until the 
year 1917, there were two types of 
government in the world. One was 
democracy; the other was monarchy 
with varying modifications. 

Then in 1917, came something new. 
In Russia, ingenious men who had got 
themselves into positions of leverage 
brought about a form of government 
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called Communism. Five years later, in 
Italy, a forceful man who had pushed 
himself into a strategic position brought 
about a form of government called 
Fascism. Seven years thereafter, in 
Germany, a voluble man who had got 
for himself the ears of the people brought 
about a form of government which he 
called ‘‘ Nazi”’. 

Now these three innovations in gov- 
ernment have a common characteristic. 
Each aims to be more than government 
in the old sense. Each aims to take in 
many of those concerns of man which in 
the past were regarded as outside the 
sphere of government. Particularly does 
the new conception undertake to extend 
the dominion of government over the 
area we commonly designate as busi- 
ness, industry. In the Italian experi- 
ment and the German one, there is far- 
reaching extension of government into 
control of business or identity with it; 
in the Russian experiment, government 
and business are completely merged; 
they become one. 

Now there can be no doubt that the 
departures in government made by the 
recent Congress were inspired in part 
by the new order which in different 
forms has expressed itself in Europe. I 
say “made by Congress’’, but that is 
not quite accurate. So far as Congress 
reflected upon the recent statutes and 
enacted them, Congress was inspired 
wholly, I am sure, by the familiar cause 
of all such waves of feeling in all Con- 
gresses, the depression that had pre- 
ceded. To Congress the suggestion that 
an idea had had any part of its inspira- 
tion in Russia, Italy or Germany was 
an argument against it. But only a few 
of these American measures—indeed, 
not even one—was written by Congress 
in the sense of having been inspired 
within that body. In practically all 
cases the drafts of the statutes were 
written by men in the executive branch 
of the government, were transmitted 
to Congress and were enacted (almost 
in all cases without any change) by a 
Congress which did not fully understand 
them. And I think it is fair to say that 
the authors of these measures, chiefly 
young men with only academic experi- 
ence, had been infected, in part con- 
sciously and in part unconsciously, by 
the new conceptions of government 
which had come into the world outside 
the boundaries of the United States. 

I mention this largely for the purpose 
of dismissing it. I am skeptical whether 
the new conceptions of government in 
Europe will endure there in their present 
form. And whatever may happen to 
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them in Europe, I am confident they 
cannot take root in America. If any of 
our controls over business, enacted by 
the recent Congress, should in operation 
turn out to be alien to the American 
spirit, they will be modified or per- 
mitted to lapse. Already the most 
drastic one of our innovations, the 
power of the President under N.R.A. to 
impose licenses on industries, was al- 
lowed to die at the end of the one year 
which was its statutory life. 

Certainly if I were a banker or busi- 
ness man, I should assume that America 
will continue to be America. I would 
take a chance. To do so will be a service 
to the cause of individualism. That is 
what individualism is; it looks at the 
conditions, accepts the handicaps—and 
somehow finds a way. To accept the 
situation and make a success of it is to 
shame collectivism, and postpone and 
defeat it. 

There is every reason to take the 
chance. For if America continues to be 
America, business men will make profits. 
And if America should later succumb to 
collectivism, the man who in the mean- 
time has taken a chance will be as well 
off as he who has not. 

President Roosevelt wants privately- 
owned business to continue in America. 
He wants bankers to lend and business 
men to borrow. He is almost emotional 
about it, shows anxiety that it be done. 


On March 5, in a public address, he 
made an appeal to bankers which 
concluded: ‘And if the banks come 
along, my friends ... we can’t be 
stopped.” 

Again, in his address to Congress 
during its closing days, he said: 

“‘Ample scope is left for the exercise 
of private initiative. In fact, in the 
process of recovery, I am greatly hoping 
that repeated promises that private 
investment and private initiative to 
relieve the Government in the imme- 
diate future of much of the burden it 
has assumed will be fulfilled. We have 
not imposed undue restrictions upon 
business. We have not opposed the 
incentive of reasonable and legitimate 
private profit.” 

One thing the President can do to 
help. Most of the recently enacted 
controls over business are discretionary. 
They give wide latitude for administra- 
tion which can be either onerous or 
encouraging. Mr. Roosevelt, in his 
selection of men to administer the con- 
trols, and in communicating his own 
spirit to these appointees, can either 
cheer business or discourage it. A few 
weeks of an attitude of encouragement 
by government, concretely visible to the 
country, might readily start America 
upon an era of conspicuous prosperity in 
business, of wholesome relief and con- 
tentment among the people. 
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Accuracy in Reading the 


Investment 


By GILBERT HAROLD 


The author is instructor in fi- 
nance at Ohio State University 


NOWN toall bankers are the bond 
advisory letters of at least four 
important investment forecasting 

houses. A significant item in the week’s 
mail, these letters carry an enormous 
influence in the bond accounts of thou- 
sands of banks, and investors. 

The unmistakable purpose of these 
letters is to suggest to the bond in- 
vestor obligations which, in the opinion 
of the advisory services, should be sold 
and others which should be purchased. 
In all such cases an advantage is sup- 
posed to be acquired to the end that the 
bondholder obtains better safety of 
principal or interest, greater relative 
income or greater market strength. 

The very extensive attention which 
these bond advisory letters receive on 
the desks of their readers suggests 
several questions as to their effects and 
implications. One may well inquire: 


(1) Do these advices serve their 
subscribers well over reasonable 
periods of time, say one year? Do 
the bonds purchased on such ad- 


Management — 


Spectrum 


vices do better by the end of a year 
than those sold? 


(2) Do they show equally good or 
equally poor results over a shorter 
period, say about three months? 


(3) Is there any immediate reac- 
tion? That is, do bonds recom- 
mended for purchase rise in market 
value immediately and do those rec- 
ommended for sale decline im- 
mediately? 


It is clear, of course, that the fore- 
casting services make no claim to im- 
mediate results, but one might reason 
that the very fact of the recommenda- 
tions might influence the market for 
specific bonds in the direction of the 
recommendation. In fact, this possibil- 
ity is already made clear by Professor 
Garfield V. Cox when he points out in 
the “Encyclopaedia of the Social 
Sciences” that “one of the problems of 
the business forecaster that is not en- 
countered in such fields as the prediction 
of the weather or of human death rates 
is the possible effect of the prediction 


The board of directors of the American Telephone & 
Telegraph Co. recently stated: ‘“The company has to com- 
pete with opportunities for talent in all other fields. It is 
necessary, therefore, to pay management adequately, for, 


unless this is done, the business will not retain or draw to 
it in the future the ability it needs. If we could get better 
men by paying more money it would be wise to do so. . . . 
The board feels that the results which may be achieved 
by successful management justify its policy, and it believes 


that such management earns and saves many times over 


the money involved.”’ 
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itself upon the course of events with 
which the prediction is concerned. . . . 
Outside of the field of organized specu- 
lation it would be absurd to assume 
such a sudden and extreme reaction to 
a forecast... .” 

The supposition is, then, that if and 
when an advice to sell a specific bond is 
broadcast to subscribers in the advisory 
service’s letter, it might give impetus to 
such a sudden oversupply of the issue in 
question that that very fact in itself 
would drive the market price down. 
Conversely, if and when an advice to 
purchase a given bond is sent to sub- 
scribers it might inaugurate such a 
sudden demand for the issue that that 
very circumstance, irrespective of any 
justification, would push the price up. 
And these suppositions are the more 
possible when one realizes that almost 
all of the subscribers to such services are 
disciples of only four major bond 
advisory services, and that most adher- 
ents take their advices from one or both 
of only two of these services. It follows 
that a “buy” or “sell” advice on a 
specific bond from one of the leading 
agencies should, on this theory, produce 
a concentrated, sudden and extreme 
reaction in the market for the bond 
concerned. 

Whether this has been carried out in 
actual practice is one of the questions 
to be answered in this report. Likewise 
to be included is the matter of the 
second question — whether the bond 
advices turn out favorably over a short 
period of several months. No attempt 
will be made herein to discuss the results 
of a medium term (about one year). 

Because the advisory letters are 
issued weekly, each week’s recom- 
mendations have been made the subject 
of a single test. Accepted for this purpose 
are three months’ advices, representing 
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the third quarter of 1933 and including 
13 weeks in the case of two services and 
14 weeks in the other. Thus 40 tests are 
obtained for the immediate term results 
and an equal number are employed in 
the short term. 

In view of the fact that very explicit 
advices are available, only those recom- 
mendations which specifically use the 
words, “buy”’, “sell” or “switch” were 
accepted for these tests. All hazy advices 
were ignored. It is of interest that dur- 
ing the basic period of the tests one 
agency recommended 15 sales and 27 
purchases, another 140 sales and 164 
purchases, and the other 212 sales and 
237 purchases — a total of 795 bond 
recommendations involved in the tests. 


Positive weeks. 
Negative 


NEWS BANDS 


Events in important news centers all over the world affect prices. The task is to appraise accurately the 
rapidly shifting scenes, and measure their relative values 


The starting price taken in each case 
was the price stated by the advisory 
service. A check of these prices against 
the opening market prices given for the 
date of publication, as published in the 
Wall Street Journal, shows that in some 
cases the “sell” prices quoted by the 
advisory service were somewhat higher 
than the actual market prices and that 
in some cases the “buy” prices were 
somewhat lower. In so far as these tests 
are concerned, this practice allows some 
advantage to the services, but the 
results may, of course, be interpreted 
with this fact in mind. 

Experiment with quotations of the 
specified issues from one to 14 days 
following the recommendations revealed 


Results of Advices to Buy or Sell Specific Bonds 


(July, August and September, 1933) 


Immediate Term Results 
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the greatest observable effect to be at 
ten days. Closing quotations of the 
tenth day (or next nearest within two 
days later or earlier) were taken, there- 
fore, to represent the end of the im- 
mediate term. These quotations were 
then translated into relatives of the base 
prices, and the relatives for each week’s 
“sells” and each week’s “buys” were 
averaged in arithmetic means. 
Examination of these means discloses 
(1) that in some cases the “‘sell”’ issues 
fell more than the “buy” issues, (2) 
that in some cases the “sell”’ issues fell 
less than the “buy” issues, (3) that in 
some cases the “sell” issues fell while 
the “buy” issues advanced in price, (4) 
that in some cases the “sell” issues rose 


Short Term Results 
>——Agency— 


A B 
6 4 6 
2 9 8 


* Omitting four weeks for which averages are not obtainable owing to lack of recommendations or unavailability of quotations. 
t Omitting one week for which one average was not obtained because of unavailability of quotations. 
§ Omitting five weeks for which averages are not obtainable because of lack of recommendations or unavailability of quotations. 
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It could not have been foreseen, when the Wright brothers flew their plane at Kitty 
Hawk in 1903, that designs for almost all means of transportation would be affected by 
aviation designs. At the left is a postcard showing a flight the Wrights made in France 


in price while the “buy”’ issues fell, (5) 
that in some cases the “sell” issues 
advanced less than the “buy” issues, 
(6) that in some cases the “‘sell’’ issues 
advanced more than the “buy” issues. 
In other words, a great diversity of 
results was found. 

Omitting weeks for which no averages 
were obtainable by reason of lack of 
quotations, these results may be sum- 
marized as positive and negative, a 
positive result referring to any week in 
which the average of the “sells” dropped 
more or rose less than the average of the 
“buys”, a negative result referring to 
any week in which the average of the 
“sells” declined less or rose more than 
the average of the “buys”. This sum- 
marization is presented in the table. 

It is seen that the greater part of the 
results are positive. It should be re- 
membered, of course, that these data 
are to be further qualified by the fact 
that in some cases the “sell’’ prices and 
the “buy ”’ prices quoted by the advisory 
letters were somewhat above and below, 
respectively, the market for those issues 
on the date of publication of the respec- 
tive advices. 

It is not impossible that other con- 
siderations are concerned in this score 
of qualified success. One hypothesis 
would hold that small issues are more 
affected by such advices than are large 
issues, on the theory that a demand for 
a given amount of bonds will be felt in 
the market for a small issue more than a 
comparable demand of the same amount 
for a large issue. Theoretically this ap- 


pears to bea most reasonable hypothesis. 
An examination of the issues, the re- 
sults, and the amounts of each issue 
outstanding fails, however, to reveal 
any such relationship. There is, in fact, 
some basis for believing that the more 
widely known issues are more subject to 
positive fluctuation in the immediate 
term markets than the lesser known 
issues, irrespective of size. 

Further, there is some basis for be- 
lieving that recommendations to buy 
issues in industries at the time in public 
favor are more productive of positive 
results than are recommendations to 
purchase issues in industries in disfavor, 
and, relatedly, there is some observable 
tendency for little known issues and 
issues in industries in disfavor to decline 
more or faster on a “sell” recom- 
mendation than well known issues and 
issues of industries in favor. 

It is also of interest that the tendency 
toward positive results is more to be 
found in recommendations to buy one 
and to sell another issue of the same 
company. This is especially noticeable 
in one service which lists recommenda- 
tions of this kind in one spot, instead of 
listing the “sells” in one place and the 
“buys” in another. Presumably this 
greater tendency toward positive results 
in buying one and selling another issue 
of the same company is due to the fact 
that the investor is not required by the 
transaction to consider the merits of 
another enterprise for the lodgment of 
his funds. 

Probably if other considerations of a 


non-statistical character were injected 
into the tests— such factors as the 
language of the advisory bureau in 
making the recommendations — some 
higher percentage of positive results 
would be obtained. 

It is concluded, on the basis of the 
above evidence, that there is a very 
definite tendency for the market value 
of specifically recommended bonds to 
rise within ten days after publication of 
the “buy” advice, and, conversely, that 
there is a definite tendency for the 
market value of “‘sell’”’ bonds to decline 
within the same immediate period. 

Whether this outcome is the result of 
expert forecasting or whether the fore- 
casts influenced the market, as sug- 
gested above, has not been shown. 
Resort for the answer to this question 
of causation may be had, by inference, 
to the purpose of such forecasting. 
Examination of the specific advices re- 
veals that in practically all cases the 
point of view taken was the short or 
medium term horizon. No attempt was 
made to advise for the immediate 
results. Consequently it may be held 
that the immediate results were not 
forecast but that the forecasts them- 
selves probably induced the immediate 
results through the pressure placed upon 
the supply of and demand for the 
respective issues. 

It is altogether likely that more 
investors are interested in the so-called 
short term results of such switching than 
are concerned with the immediate 
results. (CONTINUED ON PAGE 44) 
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Until November 


With the close of the 73rd Congress, Frank R. 
Kent, political writer for the Baltimore Sun, dis- 
cusses the outlook for the 74th Congress. Mr. Kent 
is among those who find much to criticize in the 
Administration’s policies, but his views are none- 


theless interesting. 


vocate of the New Deal, whose 

enthusiasm has become diluted as 
the operations progress, in referring to 
the charges of Dr. Wirt, the Indiana 
school teacher, said, “It isn’t con- 
spiracy that threatens us; our real 
danger is confusion.” No truer or more 
illuminating statement of the facts 
could be made. It sums up the whole 
situation in a sentence. Moreover, the 
situation was inevitable. 


time ago a distinguished ad- 


UNTIL NOVEMBER 


Much talk will be heard of the in- 
fluence in Washington of “‘brain 
trust”? opinion. The picture 
shows Mr. Tugwell before the 
Senate Committee 


The launching with bewildering ra- 
pidity of great, multitudinous Govern- 
mental schemes for the remoulding of 
our civilization was achieved last year 
in the name of Emergency, and with 
the enthusiastic support of a people 
too scared to think or care. At the 
recent session of Congress, these schemes 
were extended and expanded. Some new 
ones, such as the vast, complicated 
housing plan and stock exchange regu- 
lation, were produced. We were carried 


By FRANK R. KENT 


even farther along the road of complete 
centralization of power in Washington, 
and toward national planning on the 
grand scale. Few realize how far. 

As one looks now at all these gran- 
diose experiments—the old ones of 1933, 
and the new ones of 1934—beyond 
question confusion is their outstanding 
characteristic. The policies under which 
they function clash and cross. The 
personalities of the operators do not 
meld. Not one of them is working well. 
Some have plainly bogged down, and 
no human head can grasp, or even 
recall, all the things that have been 
attempted to force recovery or, to use 
the favorite phrase of Professor Tug- 
well, bring us to the “more abundant 
life,” whatever that may mean. No man 
can, today, sit down and, without the 
aid of a chart, enumerate the New Deal 
agencies without missing some. They 
are far too many to carry in mind. If 
all the schemes had been proved sound 
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and if all the men chosen to execute 
them were competent and non-political, 
still the managerial job would be too 
great for efficient handling, and dis- 
order would be inevitable. As things 
actually are, the confusion is very great 
indeed. Despite the serene confidence of 
Mr. Roosevelt that all is well within his 
Administration, there is turmoil, fric- 
tion and bewilderment—facts privately 
conceded by many of those on the 
inside and discouraging to more than 
a few. 

If this is the situation in Washington 
—and it is—the state of mind of the 
public can hardly be described. At best, 
the grasp of the great mass of the people 
on public issues is almost non-existent. 
All thoughtful men agree that the basic 
weakness of our system of universal 
suffrage is the inability of the voters to 
be accurately informed or to act in- 
telligently on public questions. Such 
has always been the indictment, even 
under normal conditions. As we now 
look ahead to the coming Congressional 
campaign, however, it will be agreed 
that none in the past will have ap- 
proached it in the general befuddlement. 
All the old issues that divided—or 
seemed to divide—the two parties have 
been obliterated. None of the former 
political milestones remain. The whole 
business of parties has been disarranged 
and we have the extraordinary spec- 
tacle of a Democratic administration 
charged with being everything in the 
political calendar except Democratic. 

On the one side, there are the New 
Deal propagandists explaining to the 
muddy-minded voter that the abandon- 
ment of the great Democratic principle 
of states’ rights and the extension of the 
Federal authority, with its multiplica- 
tion of bureaus, commissions and 
employees—against which the Demo- 
crats have warred in every campaign 
including the last—were made necessary 
by the emergency. It will be asserted 
that the great outpouring of Govern- 
ment funds was essential to save us 
from chaos while the Administration 
put into effect a program to adjust our 
economic life, correct the evils and 
inequalities of our system and bring 
about a more even distribution of 
wealth. 

On the other side, the Administration 
will be indicted as communistic, col- 
lectivistic and socialistic. It will be 
alleged that it has repudiated the 
pledges made in the campaign, that it 
has debased the dollar, dishonored the 
obligations of the nation; that it has 
embarked us upon a series of half-baked 
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The Department of Commerce is one of the busiest places in 
Washington. While Congress is away the activities of the 
Government are primarily administrative 


experiments emanating from third-rate 
economists, which have retarded recov- 
ery, violated the Constitution, plunged 
us deeply into debt, raised the deficit 
to staggering proportions and even now 
threaten the stability of the Govern- 
ment itself. Unless there is a “return to 
sanity” and a quick reversion to 
“sound principles” ruin will be the 
inevitable result. 

That about epitomizes the two sides 
of the case. There is nothing clear about 
either, nothing concrete, little that is 
provable, practically nothing with which 
the voter has been familiar in the past, 
and almost nothing into which he can 
get his teeth. What, in his bumble- 
puppy, emotional, prejudiced way, 
will he do about it? We know perfectly 
well what he would have done about it 
three months ago. He would have voted 
overwhelmingly, non-understandingly, 
but quite happily, for Roosevelt and the 
New Deal. Three months ago, any such 
poll as the Literary Digest is now taking 
would have shown five to one—perhaps 
ten to one—favoring the Roosevelt 
policies “on the whole” instead of 
around one and one-half to one. Three 
months ago, Senator David A. Reed, 
severe critic of the New Deal, unques- 
tionably would have been defeated by 
Governor Pinchot in the Pennsylvania 
primaries, instead of winning by 150,000. 
Three months ago most of the Repub- 
lican members of Congress, seeking 


reelection, were vying with Democrats 


in endorsing the Roosevelt program, not i 


because they believed in it but because 
there was a _ recognized Roosevelt 
sentiment in their districts too danger- 
ous to antagonize. 

But there has been a big change since 
those early days of the last session. It 


began about April and increased in force 7 


in May and June. So clear was this that 


only the most obtuse and extreme of the | 


Roosevelt partisans refused to see it. 
Partly, it was due to the plain fact that 
not one of the major New Deal policies 


had produced the expected results, and | 
that both the N.R.A. and the A.A.A. | 


had failed. The first has been shrivelled 
in size, is in retreat along several fronts 
and, despite the efforts of General 
Johnson, has lost popular confidence 
and support. The second, having con- 


cededly missed its aim in the original | 
policy of voluntary crop reduction, met © 
a signal reverse in its inability, with | 
strong White House urging, to secure | 
enactment of the amendments giving | 
it the necessary power to coerce instead | 


of cajole. Partly, too, it was due to the 


accumulated resentment over several 


Administration mistakes which, while 
minimized in the press, nevertheless 


createdconsiderablefeeling. Chiefamong | 


these can be listed the air mail cancel- 
lations, which had some tragic results; 
the effort to make a criminal of Mr. 


Mellon, which humiliatingly collapsed, | 
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and the unnecessary concession to the 
silver Senators involved in the silver 
purchase bill of the last session—a clear 
political sop to an unimportant group. 

But even more, I think, the change is 
due to the growing distrust and dislike 
of the so-called “brain trust”; to the 
alarm over the increase in the Federal 
relief burden, which has grown to more 
than a billion a year, which is saturated 
with waste and inefficiency, and which 
has brought a number of cities and 
states to the verge of bankruptcy. Add 
these things all up and it can be seen 
that there are ample reasons for the 
change. At any rate, there has been a 
change, as is evidenced in many direc- 
tions, not the least significant of which 
is that there are no more Republican 
candidates preparing to run for reelec- 
tion as quasi-Roosevelt supporters. On 
the contrary, the Republicans have 
regained their sense of party unity and 
the disposition, as shown in the national 
committee declaration, is to assail the 
New Deal operations generally and the 
professors particularly, for all they are 
worth. 


A GRADUAL EBB 


NOW all this does not mean that 
Mr. Roosevelt is ruined and the Re- 
publicans likely to gain control of the 
House in the November elections, 
though it may sound like it. I know of 
no posted and clear-headed man in 
either party who thinks either of those 
things. Unquestionably, there has been 
an ebbing of the Roosevelt tide, which 
seems to me to have been inevitable. 
Unquestionably, too, there is slight 
prospect now of an_ overwhelming 
Democratic victory in November that 
will compare with that of 1932. That is 
simply not in the wood. But Mr. Roose- 
velt is still personally popular, though 
his policies are not. He is also an astute 
politician, who knows how to appeal to 
the people and may again, over the 
radio, rally to a certain degree the 
enthusiastic worship which was his 
earlier in the year. Of course, it is true 
when a political tide starts to ebb it ebbs 
very fast, but it is hardly possible the 
one upon which he has been riding can 
go out completely enough to sink him 
in November. The Government billions 
are still pouring out, and there is 
tremendous power in the administration 
propaganda, the artificial stimulation of 
business and the Presidential personal- 
ity. The odds all are that the Democrats 
will retain control of the House, but by 
a reduced majority. The elections will 
be the first real test of popular sen- 


timent since 1932 and it is hard to 
exaggerate their interest and importance. 
If the Democrats hold control by a wide 
margin, the Administration will be 
strengthened, the New Deal policies 
riveted into permanence; for good or 
evil we will continue in the direction we 
are going and the Roosevelt reelection 
prospects will be greatly enhanced. If, 
however, real gains above normal are 
made by the Republicans, the whole 
New Deal situation will be weakened, 
the national planners checked and the 
Democratic chances in 1936 diminished. 
One way or the other, the results will be 
far-reaching and important. It is a 
pivotal election, upon which it is not too 
much to say the future course of the 
country hinges. 

Of the 435 members of the House, all 
of whom come up for reelection, 313 are 
Democrats, 113 Republicans. The other 
nine seats are held either by Farmer 
Laborites or are vacant. The Demo- 
cratic majority now is 191. Hardly 
anyone thinks they will retain any such 
huge majority as that. The inevitable 
back swing of the pendulum in an “off 
year”, the absence of a presidential 
candidate on the ticket to bring out the 
vote and the local conditions in the 
districts combine to make this almost 
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impossible. However, hardly anyone 
believes the Republicans can gain the 
105 seats necessary to control. If they 
did that, it would mark an enormous 
revolution of public sentiment, of which 
there are at the moment no signs. If 
they did that, as in 1918 when the 
Republicans captured the House during 
Wilson’s second term, and in 1930, 
when the Democrats secured control in 
the middle of the Hoover administra- 
tion, it would foreshadow almost certain 
defeat for the Democrats in 1936. 

There is slight chance of that happen- 
ing. The best informed judges agree 
that if the Democrats lose fewer than 50 
seats it will be a real Roosevelt victory, 
a vindication of his policies. But if they 
lose 60 or 70 or 80, for example, it will 
be a blow. A gain of more than 50 seats 
would make the Republican minority in 
the next House far more formidable, 
and would mark an end of effective 
Roosevelt control of that body. Such is 
the opinion of unbiased observers. The 
Republicans have had a revival of their 
fighting spirit. They are hopeful but 
not confident. Mr. Roosevelt, they 
know, is still strong with the people 
and the appeal to “uphold the hands 
of the President” is still a powerful 
one throughout the country. 
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This cartoon 
by Browninthe 
New York Her- 
ald Tribune 
was captioned 
New Deal 
for Himself”’ 
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AERIAL EXPLORATIONS 


DEFAULTS. The foreign debt status turns the world’s thoughts 
back to ocean trade, the historic reason for international finance 


UNCLE SAM. The first Federal check under the new cotton 
curtailment plan 


KEYSTONE 


VALE ATQUE AVE. Congress adjourns. Business remains. Be- 
low, a view of the Chicago Fair, a shrine to Commerce 
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Security 


1776-1934 


MOUNT VERNON 


CUSHING 

NEW DEAL’S ANTIQUITY. President 

Roosevelt’s program, as outlined to 

Congress on June 8, embraces security 

of home, livelihood and the individual, 
man’s oldest aims 
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EDITORIALS 


The Return of Confidence 


N EVERY respect banking and business now 
| stand in the open, in more complete enjoyment 

of public confidence than in several years past, 
free of doubts except the uncertainty which sur- 
rounds the future of certain Federal Government 
policies. One thing remains. The Federal Govern- 
ment, by words, acts and every possible means, should 
strive to build up faith among business men in the 
Administration’s intentions. 

Banks are in a condition to serve commerce and 
industry to maximum advantage and it is incumbent 
upon them to do so, not only for the good of the pub- 
lic but for their own good as well. They give every 
evidence that they are ready to do so. 

Nor are the opportunities for profitable service as 
hard to find as they were a year or so ago. Current 
business conditions have so far improved that com- 
merce and industry now find themselves faced with 
the necessity of using bank credit if business expan- 
sion is to continue. New and significant loan commit- 
ments in substantial volume have already been made 
tentatively by banks in nearly every Federal Reserve 
district. Sound loans to farmers are on the increase, 
evidenced by the appreciable reaction on loans by the 
Government’s farm credit facilities. Opportunity for 
the profitable employment of funds is offered in some 
lines in cooperation with the Government’s relief and 
recovery operations. 


REASONABLE RISK 


AT all events, whatever opportunities for profit- 
able business are offered to banks, these can now be 
seized upon with confidence. The banks and business 
generally are strong enough to assume all reasonable 
risks of a forward policy and it is little less than folly 
for them to hesitate to count upon the recovery of 
America. Present conditions, not to mention future 
prospects, justify a larger degree of optimism, partic- 
ularly on the part of lending authorities, than has 
existed for many months. 


PANORAMA 


ON June 30, 1934, for the first time in the history 
of American banking, the hand of the Government 
of the United States is felt on all banks in the country 
at the same time in the matter of statistical reports. 

The banking holiday of 1933 demonstrated the all- 
pervading power of the national Government in times 
of emergency ; this call report, comparatively innocu- 
ous in its nature, demonstrates the new power of the 
authorities in Washington exercised through new 
banking agencies as a matter of routine and applying 
to the every day affairs of the banks. For many years 
the Comptroller of the Currency has made the June 


call report, one of the three condition reports required 
of national banks under the law, a special report for 
statistical purposes. 

The Federal Reserve Board has required a similar 
report from member banks in the Reserve System on 
the same date, but statistics from state non-member 
banks have been subject to the variety and differences 
in the banking laws of 48 states and a Federal dis- 
trict. Usually state superintendents of banking have 
made a similar though less complete call upon banks 
within their jurisdiction. 

Data from the latter have been collated by the 
Comptroller in connection with that of national banks, 
and the result has been the rather meagre reports of 
the statistical condition of all banks in the country 
published annually by the Comptroller. 


EXACT AND COMPLETE 


THIS year the Comptroller is making his usual call 
and the Federal Deposit Insurance Corporation, which 
includes all Reserve member banks, is asking for 
practically the same information from all members 
of the corporation, including the 7,611 state banks 
which are not members of the Federal Reserve 
System. 

Since hereafter all investment and private bankers 
accepting deposits must submit themselves to exami- 
nation by either national or state authority the com- 
bined result will be the first complete national statisti- 
cal review of all banks in the country, and since the 
information called for is much more far reaching than 
heretofore secured through reports of state banks to 
state authorities the data collected will give a more 
complete picture of the banking business of the coun- 
try than ever has been obtained before. 

Incidentally the data will be published within a few 
weeks after the call is made instead of from five to 
eight months thereafter. 


IMPORTANT TO BUSINESS 


RATHER a fascinating idea, this combined national 
report; and one of great potentialities. Throughout 
the whole of its history American business has never 
had a completely satisfying, reliable report of the 
country’s banking in all its phases. The most that 
could be had as to detailed returns has been estimates 
based upon returns of member banks in the Reserve 
system and the imperfect and scattered reports from 
the authorities of the several states, all of which over- 
lapped in some places and left great voids in others. 
Estimates are well enough in their way but they are 
not facts, and what American banking, finance and 
business generally need now above everything else is 
facts. The United States today is without adequate, 
accurate up to date knowledge of its wealth. 
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Uniform Principles 


**If bankers wish to know what their institutions 

face in the new system they can read over the obli- 

gations of a trust institution as set forth in the 

Statement of Principles of Trust Institutions, 

adopted over a year ago and later incorporated in 
the Bankers Code of Fair Competition”’ 


E practical control of the fiduci- 
ary operations of all banks and 
trust companies in the United 

States through a system of uniform 
examinations applied by the Comp- 
troller of the Currency, the Federal 
Reserve banks and the Federal Deposit 
Insurance Corporation now awaits only 
the completion of the personnel pro- 
gram of these supervisory authorities. 
The training and organization of the 
highly qualified examining officers nec- 
essary for the ultimate success of the 
system are proceeding rapidly in the 
Reserve banks and the insurance cor- 
poration, while similar personnel under 
the Comptroller of the Currency is 
being greatly increased and specially 
trained. The prospects are that all bank 
and trust company examinations after 
the beginning of the new fiscal year will 
be under the new system. 

If bankers wish to know what their 
institutions face in the new system they 
can read over the obligations of a trust 
institution as set forth in the Statement 
of Principles of Trust Institutions, 
adopted over a year ago and later incor- 
porated in the Bankers Code of Fair 
Competition, and get a very fair idea of 
what is coming. In drafting new instruc- 
tions to the bank examiners representing 
these various supervisory agencies the 
Federal authorities have regarded the 
Statement of Principles as statutory 
law. Accordingly they have attempted to 
reduce ethical principles in that state- 
ment to concrete requirements with re- 
spect to the conduct of the trust insti- 
tutions under their jurisdiction. 

Most of these requirements have 
already been met by a majority of the 
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banks and trust companies; most of 
them, indeed, have been recognized and 
covered in a general way by last year’s 
examination schedules of the Comp- 
troller and the state supervisory authori- 
ties in some of the states. Under the 
new examination system the principles 
will be applied more specifically and in 
greater detail by better trained per- 
sonnel, and examination requirements 
have been drafted with far greater 
attention to detail than has ever been 
attempted before in either national or 
state bank examinations. 

The new system is, in fact, exactly 
what the Trust Division of the Ameri- 
can Bankers Association has long been 
working for, what the bankers and trust 
officers have agreed upon in the Bank- 
ers Code, and what represents the best 
thought on the subject by both bankers 
and supervisory officers in the light of 
experience during ten years or more. 

Perhaps the most significant feature 
of the new examination schedule will be 
the emphasis placed upon the ethical 
relation of the bank or trust company 
with the beneficiaries of trusts—the 
relation of good faith and érust in the 
proper sense of the word. This was 
recognized by the bankers in the code 
provisions in which they agreed to 
accept trust business only when it was 
needed, to render both unexceptionable 
business and financial service and also 
equally good personal service to the 
beneficiaries, to carry out the wishes of 
the creator of the trust, to maintain 
personal contact between the principal 
trust officers and the beneficiaries, to 
consult the latter in matters which con- 
cern them and to administer the trusts 


for the good of the beneficiaries without 
permitting the intrusion of conflicting 
interests of the trustee or third parties. 

These principles must be carried into 
practical effect by provisions in the new 
examination schedule. They will go to 
the very heart of trust management, 
particularly as to the whole trust 
policy of an institution, the manner in 
which its trust business is conducted, 
and whether there are any dominating 
influences or practices in its operations 
detrimental to the interests of bene- 
ficiaries or the institutions. That por- 
tion of the Statement of Principles 
relating to keeping the properties of 
each trust separate from those of other 
trusts and of the institution, to the care- 
ful management of trust property and 
to making purchases and sales of trust 
investments only upon the authority 
of an investment committee of the 
directors or highly capable and ex- 
perienced officers will be represented in 
the examination schedule. 


FOLLOW THE CODE 


THIS will be accomplished by ques- 
tions reflecting requirements of all 
banks heretofore demanded only of 
national banks, such as the mainte- 
nance of separate trust departments 
under specially designated officers with 
prescribed duties, a separate and dis- 
tinct set of books and records of all 
fiduciary activities and a record in the 
minutes of the institution’s directorate 
of the acceptance of trusts and all 
actions relating to them. In short, trust 
institution officers can expect in the 
new examination schedule a searching 
inquiry as to whether and to what 
extent they are following the principles 
laid down in the Code. 

In accordance with the provisions of 


‘the Code, they may also expect a great 


elaboration and breakdown of the more 
general questions put by national bank 
examiners in previous examinations, but 
now applied to all banks. Among new 
inquiries will be many relating to the 
manner in which trusts are undertaken 
and managed and how detailed trust 
records are kept. 
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of ‘Trust Operation 


For example, the authorities will 
probably want to know whether the 
opinion of counsel is obtained and made 
of record in all important matters re- 
lating to the trusts; whether a careful 
record is filed with the directors or trust 
committee of all trust assets as they are 
received and of trusts closed out; of 
original or certified copies of inventories 
and appraisals and proper releases or 
receipts for partial or full distribution of 
trust assets; whether the commercial 
department of a bank has deposited 
Government or other satisfactory secu- 
rities to cover the deposit of trust funds 
it receives and whether the security is 
adequate; whether the institution has 
complied with state laws requiring a 
pledge of securities with state authori- 
ties where required; whether trust funds 
deposited in other banks are deposited 
as individual deposits in the name of the 
institution in its fiduciary capacity; 
how often bank balances are checked 
and reconciled and whether the check- 
ing and reconciliation have been done 
by some one other than the person who 
keeps the bank account. 

All these inquiries reflect the best 
practice among banks with trust de- 
partments at the present time. They are 
logically implied in the law-supported 
Code now in effect. Naturally, not only 
national banks but all banks will be 
subjected to such inquiries as whether 
negotiable securities are safeguarded 
by being placed in the joint custody of 
at least two bonded officers or employ- 
ees designated by the directors and as 
to the manner of regulating and record- 
ing the entry or withdrawal of all such 
assets in or from the bank vaults. 

It is also known that the authorities 
are giving special attention to valuations 
and the manner in which assets are 
carried in the body of the trust or 
estate. This involves such technical 
questions as how the amortization of 
accumulated premiums and discounts 
on bonds purchased affect the body of 
the estate; how securities considered as 
without value or without a ready 
market are valued in this connection, 
and whether all securities that can be 


**One objective of the Federal authorities in the 
new examination system, like that of the bankers 
in their Code, is to prepare a better foundation for 
future trust business. It is realized that the pur- 
pose of most of the banks in small and medium 
sized communities now operating trust depart- 
ments is not so much immediate profits, which in 
a majority of cases are now lacking, as the devel- 
opment of future business”’ 


are registered in the name of the insti- 
tution as trustee. There is the question 
of how bonds and real estate mortgages 
in default are valued and how real estate 
is valued under current conditions. One 
object of this investigation is to evolve a 
more uniform and satisfactory system 
of valuation of trust assets for use in all 
banks in the country. At present the 
only valuation practicable is the book 
value as reported by the institutions, 
but, since policies and practices in vari- 
ous institutions, in various states and 
under various supervisory authorities 
differ greatly, both condition reports 
and statistical returns have less meaning 
than they may have under a comprehen- 
sive and uniform system of valuation. 


CARE IN INVESTMENT 


BOTH the general management of 
trusts and the question of valuations re- 
quire a system of checks, reappraisals 
and reviews. And, as might be inferred 
from the experience of all investors in 
the past five years, the supervisory 
authorities also are anxious to know in 
what manner and by what means trust 
investments are watched by the institu- 
tion management to maintain their high 
quality in line with requirements of 
courts, state laws and the Code agree- 
ment to exercise in the management of a 
trust the care a prudent man familiar 
with such matters would exercise as 
trustee of the property of others and to 
devote to its trust investments all the 


care and skill that it has or can reason- 
ably acquire. 

It may be expected, accordingly, that 
the examining authorities will give spe- 
cial attention to the procedure of each 
trust institution in periodically review- 
ing and appraising trust assets and de- 
ciding whether they should be retained 
or sold. The Code implies that such ac- 
tion must be taken formally by the di- 
rectors or investment committee and 
be made a matter of record. This indi- 
cates a special review of real estate 
mortgages. Recent cases show that 
among the inquiries in this line will be 
whether or not evidence of title or prior 
liens was required before purchase; 
whether the bank keeps a file of written 
appraisals showing value of land and 
improvements, and how often and by 
whom the properties are appraised; 
whether insurance, tax payments and 
assessments are properly looked after 
and carefully checked from time to 
time and whether insurance is ade- 
quate; whether mortgage loans in ar- 
rears are carefully watched, the prop- 
erty reappraised and the reasons for or 
against foreclosure duly entered upon 
the directors’ minutes. 

In the matter of real estate, values 
will probably be inquired into care- 
fully; and there will also be examination 
of the manner in which the property is 
managed, whether it is properly covered 
by insurance and all similar details. 

The agree- (CONTINUED ON PAGE 58) 


39 


t 
g 
Ss. 
o 
0 
t 

t 
n 

g 
f 
r 

ton 
F 
= 


o doors 


conplely 
Voy 


PRANCIS & LOUPREL. 


>) > 


PRINTERS & BOOK BINDERS, 


15 Maiden Lane. 


Business Life Insurance 


By RALEIGH E. ROSS 


MAN from a nearby city called 
upon a loaning officer of a large 
Detroit bank. He explained that 

he had an important client in Detroit 
whose business alone justified him in 
opening an office in that city. Around 
this nucleus other desirable business 
could undoubtedly be built. He wanted 
$2,500 for office equipment and initial 
expense. 

The applicant had important Detroit 
connections which, the officer felt, might 
lead to additional business for the bank. 
He offered to make the loan on condi- 
tion that the borrower buy $2,500 life 
insurance, making it payable to the 
bank. This loan has not only proved 
good but has led to the acquirement of 
at least $100,000 in further business for 
the bank. 

A much worried professional man 
came to this same loan officer. His 
financial affairs were in very bad shape. 
The officer, realizing that this man had 
large earning power under normal condi- 
tions, sought to encourage him to work 
out his difficulties. As a help to his peace 
of mind, he suggested a $25,000 ordi- 
nary life policy, offering to lend the 
customer enough to pay the first year’s 
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premium. This professional man is rap- 
idly working out of his difficulties. 

It is only fair to say at this point that 
this Detroit officer seems to be unusu- 
ally enthusiastic about life insurance 
as a supplement to an _ individual’s 
credit at the bank. Some bank officers 
take a widely different attitude as to the 
importance of the borrower’s carrying 
insurance as additional protection for 
his loan. 

Let us consider one more example. In 
this instance, the client himself sug- 
gested that he further protect his obli- 
gation to the bank and his family by a 
$200,000 policy. He wanted to feel that 
as he paid off his loan his family’s equity 
in the policy would increase. He was 
granted a policy for $100,000. The bank 
paid the first annual premium. The loan 
is working out. The borrower has paid 
all the interest, the premium and a sub- 
stantial amount on the principal. 

While life insurance has its place in 
connection with individual bank loans, 
its business aspect is most evident in 
connection with industrial organizations 
of various types. 

The sole owner of a business, for 
example, may decide that he would not 


want his wife to run his business if he 
should die. He would prefer to make 
arrangements so that one of his em- 
ployees, or his son, could buy it from 
his wife, while she received a guaranteed 
income instead of cash. This is easily 
accomplished through adequate insur- 
ance. 

A successful life underwriter who 
specializes in business insurance asks 
prospective clients the following: 

1. Have you any guarantee as to the 
value of your interest in your business, 
and a plan to realize that value for your 
family when your partner is forced to 
sell it? 

2. What do you consider your inter- 
est to be worth? 

3. When is the best time and by 
whom would you prefer to have the 
question of its value settled so as to 
secure a correct valuation? 

4. Do you and your partner have an 
agreement to buy and sell when the 
first one dies? 

5. Is an agreement to buy and sell 
worth any more than the ability of the 
survivor to furnish the cash with which 
to buy? 

6. What is the most economical way 
and the surest way for the survivor to 
have the money? 

7. If you were not in this business, 
would you advise your family to put all 
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their money in it the day after your 
death? 

8. As things now stand, will your go- 
ing out of the business put your family 
in it? 

9. Do you know of any plan except 
life insurance that will guarantee your 
wife one hundred cents on the dollar for 
your share in the business when you die? 

The above questions, while worded 
largely from the partnership viewpoint, 
would also interest executives who are 
not concerned in partnerships. For the 
uses of business insurance go beyond 
partnership liquidation to the closed 
corporation and even, in fact, to the 
very large corporations the stock of 
which is widely held. 

Considering first the case of the closed 
corporation, business insurance avoids 
the danger of selling the stock of the 
deceased to someone out of sympathy 
with the management, or one who is 
actually hostile. Even competitors have 
been known to buy up stock which may 
be forced on the market because of the 
death of a key man who carried no busi- 
ness life insurance. 

The force which builds most busi- 
nesses is a group of men working to- 
gether energetically and harmoniously. 
The continued success of such concerns 
depends upon keeping the stock which 
these men own in able, experienced, 
congenial hands. 

In some cases, where there is no in- 
surance, the surviving executives of a 
successful corporation find that they 
are, in effect, paying relatives of a de- 
ceased executive 25 per cent or 30 per 
cent a year merely for the use of money. 

On the other hand, such an invest- 
ment may be totally unsuitable and 
dangerous for heirs of a man of great 


The average business is a re- 
flection of one or two individ- 
uals. Insurance recognizes 
this impermanent human 
factor. These trade cards, in 
their time, represented certain 
business men to the public 


2M 


ability when his executive management 
is no longer available. 

The following is quoted from a letter 
on business insurance written by the 
trust officer of a large bank in the South: 

“We have seen, in our experience in 
estate administration, so many _in- 
stances where a business insurance trust 
would have been most advantageous 
that we are glad to endorse the plan. 

“In substance the plan amounts to 
this: The group of men who control a 
business and know the strain which will 
come when one of them dies agrees to- 
gether beforehand how this emergency 
is to be met. They realize that their in- 
dividual interests should not be handed 
down to women, children or strangers, 
but that the interest of each should be 
taken over by the survivors who have 
been in active control of the business. 

“We know of no plan other than the 
business insurance trust that will pro- 
vide its very definite advantages and 
that will permit the ownership of the 
business to remain with those whose 
ability and effort are responsible for its 
success, avoiding the intrusion of less 
experienced people or the introduction 
of discordant views into its manage- 
ment.” 

Large corporations employ life insur- 
ance as protection against the loss of 
valuable men. Brains are the main- 
spring of business. The human assets of 
a business are surely even more impor- 
tant, from an insurance aspect, than are 
the fixed assets. 

The factory insured against fire may 
never burn. But the executives whose 
brains and ability, added to the equip- 
ment and the product, build values and 
profits are the key men who are sure to 
be lost to the business some time. The 
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business should be protected against 
this certain loss by adequate insurance 
on the lives of these men. 

In addition, such insurance strength- 
ens the corporation’s credit and pro- 
vides a last line of emergency funds in 
case of need. Many corporations have 
found reserves, built up through the life 
insurance, of great value during the 
past few years. To have $10,000 avail- 
able in an emergency may be as im- 
portant as to have $50,000 under nor- 
mal conditions. 

A business in which the value of a 
sinking fund is realized has the choice 
of investing money set aside for this 
purpose in three ways—in the business, 
in outside securities, in life insurance. 
During the past few years at least, the 
latter channel has proved by far the 
most secure. (CONTINUED ON PAGE 44) 
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Legal Notes and Digest 


Branch Banking Statutory Trends 


ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, un- 
der the direction of D. J. Need- 
ham, General Counsel. 


National Banks 


RANCH banking by national 
B banks was affected by Section 23 
of the Federal Banking Act of 
1933. The authority of a national bank 
to establish branches in the same place 
in which the bank is located was lim- 
ited by substituting the phrase “ex- 
pressly authorized” for “‘ permitted” in 
the provision that national banks may 
have such branches where state banks 
are “permitted” to have branches. 
Branches outside of such place and 
within the state are permitted “if such 
establishment and operation are at the 
time authorized as to State banks by 
the statute law of the State in question 
by language specifically granting such 
authority affirmatively and not merely 
by implication or recognition, and sub- 
ject to the restrictions as to location im- 
posed by the law of the State on State 
banks.” Under a literal construction of 
such statutory provisions it would seem 
that under certain circumstances a 
state bank might be authorized to main- 
tain branches either in or out of the 
place where it is located, without simi- 
lar authority for a national bank. 

The capital required for a bank estab- 
lishing a branch outside the place in 
which it is located is $100,000 in a state 
with a population of less than 500,000 
and with no city of more than 50,000; 
$250,000 where the corresponding fig- 
ures are 1,000,000 and 100,000; and 
$500,000 in other states. Each national 
bank with branches must have a capital 
not less than the aggregate capital re- 
quired for the bank and its branches if 
each branch were an independent na- 
tional bank. 
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State Member Banks 


Paragraph 2, added to Section 9 of 
the Federal Reserve Act by the Mc- 
Fadden Act of 1927, prohibited a state 
member from maintaining a branch, es- 
tablished after February 25, 1927, outside 
the place where the bank was located. 
Under Section 5 (b) of the Banking Act 
of 1933 such provision does not prevent 
a state member bank from operating 
domestic and foreign branches under 
the same conditions as national banks. 


Summary of Changes in 
1933-1934 by States 


(The word “‘outside”’, as used below, 
is used to indicate a branch outside the 
city, town, village or similar place where 
the parent bank is located.) 


REVENUE ACT 


The Revenue Act of 1934 was 
reviewed in the June JOURNAL. 
One clarifying statement may 
be added that Title 1, relating 
to the Federal income tax, be- 
comes operative with the tax 
for the calendar year 1934, 
payable in 1935. 


(Unless otherwise stated, the approval 
of the head of the state banking depart- 
ment or of a state banking board is re- 
quired for establishing a branch.) 


CONNECTICUT 
Branches for a state bank or trust 
company prohibited prior to 1933 are 
now permitted without statutory limi- 
tation as to number. An “outside” 


STATE LAWS ON BRANCH BANKING 


16 permit state- 15 permit branch 
wide branch banking in 
banking * limited areas* 


5 have no 
branch banking 
legislation 


12 prohibit 
branch banking 
by statute 


Delaware 
Georgia 
Indiana 
Iowa 
Louisiana 
Massachusetts 
Mississippi 
Montana 
New Jersey 
New York 
Ohio 
Pennsylvania 
Tennessee 
Virginia 
Wisconsin 


Arizona 
California 
Connecticut 
Idaho 
Maine 
Maryland 
Michigan 
Nevada 
North Carolina 
Oregon 

Rhode Island 
South Carolina 
South Dakota 
Utah 
Vermont 
Washington 


Kentucky 

New Hampshire 
North Dakota 
Oklahoma 
Wyoming 


Alabama 
Arkansas 
Colorado 
Florida 
Tllinois 
Kansas 
Minnesota 
Missouri 
Nebraska 
New Mexico 
Texas 

West Virginia 


States amending laws in 1933-1934 are italicized. 


Connecticut, Idaho, Nevada, Oregon, Utah 


and Washington 


changed from legislation prohibiting branches. 
Michigan and South Dakota formerly had no legislation on the 


subject. 


*In each state, of course, there are special statutory requirements 


which must be met. 
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branch may be established only in a 
town without a commercial bank. A go- 
ing banking concern may be continued 
as a branch upon being taken over by 
purchase or consolidation. A private 
bank may not establish a branch. The 
capital and surplus required for branch 
banking is $1,000,000, this minimum 
figure to be increased, when a branch is 
established in another town, by what- 
ever additional capital and surplus are 
required to establish a new bank in 
that town. 

Branches for a mutual savings bank, 
prohibited prior to 1933, are now per- 
mitted for a bank with a surplus of at 
least 10 per cent of its deposits, without 
statutory limitation as to number. An 
“outside” branch may be established 
only in a town without savings deposit 
facilities. A going savings bank or sav- 
ings department may be continued as a 
branch upon being taken over by pur- 
chase or consolidation. 


DELAWARE 


Formerly a bank or trust company 
could establish branches in accordance 
with its charter powers subject to statu- 
tory capital requirements. In general, 
such authority was revoked in 1933 and 
the right was restricted to not more 
than two branches in the same city with 
a population of at least 100,000 (Wil- 


mington only). The Board of Banking 
Incorporation must find that “public 
convenience will be served thereby and 
that there is good and sufficient reason”’ 
for the branch. 


IDAHO 


Branches of banks and trust com- 
panies formerly prohibited were per- 
mitted in 1933 on a state-wide basis. 
They are limited to places without 
banking facilities, except when an exist- 
ing bank is taken over or all the banks 
in the place consent. No unit bank or- 
ganized after February 20, 1933, in a 
place with other banks can be taken 
over as a branch until it has been in 
operation for five years. Capital re- 
quirements are not entirely clear. $100,- 
000 capital and surplus of 10 per cent of 
capital are necessary. $25,000 capital is 
required for each branch. 


INDIANA 


Apparently the only material changes 
in 1933 from the 1931 permissive legis- 
lation are that specific reference to sav- 
ings banks is omitted, that a city of over 
50,000 population need not be a county 
seat to have branch banking, and that 
specific criminal provisions are added. 


MAINE 


The limitation of branches of trust 
companies to the same or an adjoining 
county was removed in 1933 for a trust 
company with a capital of $500,000 
which establishes a branch in a place 
without a “state bank” or takes over a 
unit bank or branch of another bank. 


MARYLAND 


Branch banking formerly authorized 
by statutory implication was expressly 
permitted in 1933 on a state-wide basis. 
The banking commissioner must be sat- 
isfied as to “public convenience and 
advantage.” Existing branches are 
not affected. In general, the capital 
requirements were lowered for “out- 
side” branches in smaller places and 
increased for those in larger places. 20 
per cent additional surplus for the ad- 
ditional capital is expressly required. 


MICHIGAN 


The 1933 statute, the first on branch 
banking, which is difficult to interpret, 
may be paraphrased: ‘No commercial 
or savings bank heretofore established 
may establish other than an ‘inside’ 
branch without the approval of the 
Banking Commissioner.” The capital 
requirements are those of the largest 
place in which an office is located. State 
wide branch banking seems to be per- 
mitted. 


MISSISSIPPI 


Under the former law branches were 
limited to “inside” branches in a city of 
not less than 10,000 population. At least 
$10,000 of the capital of the parent bank 
had to be segregated for each branch. 
A state bank, converted from a national 
bank, could still operate its branches. 

The general revision of the banking 
law in 1934 radically altered such 


branch banking provisions. Branches, 
not exceeding 15 in number, may be 
established within a radius of 100 miles 
of the parent bank, except in a place of 
less than 3500 population with an exist- 
ing bank. §66. 

A certificate of public convenience 
and necessity by the state comptroller, 
the attorney general and the governor, 
or any two, must be secured. §63. 

The capital requirement is $100,000, 
plus the capital required for each 
branch, if it were an independent bank 
in the place where located such capital 
must be maintained unimpaired. A por- 
tion of the $100,000 capital may be pre- 
ferred stock, subject to the approval of 
the state comptroller. §67. 

The name of the parent bank shall be 
followed by the name of the place where 
the branch is located and the word 
“branch.” Such name shall be promi- 
nently displayed. §64. 

A bank may, with the approval of the 
state comptroller, issue new common or 
preferred stock for the purpose of ac- 
quiring, as a branch, an open unit bank 
by an exchange of such stock for its 
stock, or a closed bank by an exchange 
for its assets. The bank building and fix- 
tures of the annexed bank may not 
represent more than one-third of the 
new stock. §68. 

The discontinuance of a branch re- 
quires the consent of the state comp- 
troller. He may authorize the removal 
of a branch to another municipality 
subject to the prescribed territorial re- 
strictions. §69. 

The state comptroller shall make 
rules and regulations for the examina- 
tion of branch banking systems, includ- 
ing the simultaneous examination of an 
entire system. §70. 

A “branch office,” the sole function of 
which in connection with loans is to re- 
ceive and transmit applications, as 
distinct from a branch bank, may be 
permitted by the state comptroller 
within the same or an adjoining county, 
without any increase in capital. The 
authority to receive deposits rests upon 
implication. §65. 

National banks may _ establish 
branches the same as state banks, ex- 
cept that in case of conflict, Federal 
statutes and regulations control. §71. 

Sections 66, 63, 67 and 64, first di- 
gested, are not mandatory on preexist- 
ing branches. But all branches es- 
tablished later are subject to them. §73. 


This summary by states will be con- 
cluded in the August JOURNAL. 
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Business 
Insurance 


(CONTINUED FROM PAGE 41) 

A prominent New York banker tells 
this interesting story: 

“Our bank has the account of an im- 
portant house, famous internationally 
as a creator of style in the garment in- 
dustry. Its reputation was developed by 
the genius, hard work and sterling in- 
tegrity of the man whose name it bears. 
The business from the start was of a 
‘one-man’ character, but in the course 
of years the founder had built up a 
splendid and well rounded organization. 
Stricken with sudden illness, the head of 
the house passed away in the midst of a 
busy season, leaving his company with 
large stocks of costly merchandise on 
hand and with obligations constantly 
maturing. The firm’s unquestioned 
credit was so closely interwoven with 
the deceased partner’s personality that 
a natural shrinkage followed immedi- 
ately. The man who developed this 
extensive business, however, had in- 
sured heavily in favor of his company. 
And the payment by the insurance 
companies of a large amount of money 
into the treasury enabled the organiza- 
tion to bring the season’s business to a 
successful consummation.” 

Life insurance is apparently the only 
means through which a business man 
or his company can economically and 
successfully challenge death. It is little 
wonder, when its value has been so 
repeatedly demonstrated in a variety of 
situations in all parts of the country. 


Investment 
Spectrum 


(CONTINUED FROM PAGE 32) 

(For these purposes a short term is 
defined as a period of several months.) 

As a matter of convenience the ar- 
bitrary point selected for the completion 
of the short term tests was the closing 
quotation on December 16. This date 
allows a period of from two and one-half 
to five and one-half months between the 
date of switching and the date of 
accounting, or an average of about four 
months. Where no quotation was avail- 
able for December 16, the next nearest 
preceding quotation within two weeks 
was accepted. 

As in the case of the immediate term 
effects, other considerations may be in- 
volved. The hypothesis of small versus 


— CONTINUED — 


large issues is not found supportable. 
The factor of favored industries is noted 
in the short term tests as it was in the 
immediate term—there is some observa- 
ble tendency for issues of industries in 
disfavor to decline more on a “sell” 
recommendation than those in favor, 
and to rise less on a “buy” recommen- 
dation than those in favor. There is 
also found some tendency toward posi- 
tive results in exchanges of different 
issues of the same company. 

Finally, there is a very definite dem- 
onstration of coincidence in action. 
That is to say, a positiveness of action 
in the immediate term seems to indi- 
cate a probable positiveness of action 
in the short term, and likewise a nega- 
tiveness of action in the immediate 
term forsays a probable negativeness of 
action in the short term. 

Although no attempt has been made 
to measure the exact degree of accuracy 
or inaccuracy by any statistical method 
designed especially to achieve such re- 
sults, the method used is believed to be 


Much of 
a Good Thing 
—?” is the 
title of this 
cartoon. The 
unexpected has 
become a fac- 
tor of increas- 
ing importance 
in business 
forecasting 


Investment 
Spectrum 


appropriate to the purpose, which is to 
determine whether there is approximate 
success or failure in bond switching 
based on organized forecasting. Other 
methods might produce results some- 
what different in details, but it is be- 
lieved that differences in procedure 
would hardly establish differences in 
generality. 

In making public the results of these 
tests, no intent is harbored by the pres- 
ent writer to discourage or otherwise 
contribute to inhibition in the matter 
of bond forecasting. To forsake such an 
endeavor would be contrary to the de- 
velopment of human intellect and for- 
eign to the spirit of exploration which 
has characterized honest attempts thus 
far conducted with partial success. 

The present writer is of the opinion 
that the bond recommendations, used 
judiciously, studied carefully, histori- 
cally and psychologically, and analyzed 
closely by competent observers, can be 
made a source of satisfaction in the ad- 
ministration of the bond portfolio. 


KNOX IN THE MEMPHIS COMMERCIAL APPEAL 
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Recorpak savings are more 
than theory— they're a fact in 
hundreds of banks 


RECORDAK 


1. Creates an immediate 
saving... cutting operating 
costs as much as 40%. 


2. Requires no capital in- 
vestmenit, being rented at a 
moderate monthly charge. 


3. Gives an authentic pic- 
ture of the facts behind the 
figures ... guarding against 
tampering, extraction and 
substitution. 


4. Cuts down storage 
space... gives you valuable 
extra room. 


5. Protects your custom- 
ers against the inconven- 
ience caused by lost checks 
and statements ...and in so 
doing creates good-will 
for your bank. 


nk too Big... 


your 


rdak 


You can cul 


costs 40% with Kece 


ye cates no guesswork about the savings 
Recordak can make in your bank. For other 
banks your size... with similar problems... 
have cut their operating costs with this photo- 
graphic bookkeeping system. 

Behind every Recordak claim stands the ex- 
perience of hundreds of banks... in over 300 
cities. Savings of a third in bookkeeping costs 
...40% in machine equipment... a half in sta- 
tionery costs—are backed up by carefully au- 
dited records from banks now using Recordak. 

You can have these savings in your bank, 
too—without a penny of capital investment. 
For Recordak is not sold ...a small monthly 
payment puts this photographic accounting 
system into your bank...keeps it serviced 
without extra charge. 

May we show you what Recordak has done 
and is doing for other banks—what it can do 
for you? 


® 


Winston-Salem, 
North Carolina 


THE WACHOVIA BANK & 
TRUST COMPANY, with 
over 50 million in deposits 
... has eight Recordaks in- 
stalled in its head office and 
four branches. This was the 
first bank in the Southeast 
to install Recordak sys- 
tems, and the savings have 
mounted to several thou- 
sand dollars per year. 


Clinton, Iowa 


THE CITY NATIONAL 
BANK, with less than seven 
million dollars in deposits 
...uses two Recordaks to 
photographall checks. The 
annual net saving amounts 
to more than one thousand 
dollars. 


FREE FOLDERS GIVE YOU THE FACTS 


Six free folders will tell you how to achieve 
Recordak economies in your bank. They tell 
you how to cut your operating costs. Check 
the ones you want...send for them today. 


RECORDAK CORPORATION, 
Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York City 


Please send me the checked folders: 


Applications 


and Economies 


Protection 


Recordak 
Transit System 


New Business 


Recordak Single 


No too Small to Posting Plan Systems 
- gave wit h NAME 


BANK 
STREET AND CITY 
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Washington, D.C. 
OW far the mortgage insurance 
features of the Housing Bill 
passed by an expiring Congress 
will affect the general residential mort- 
gage situation can probably be known 
only after mortgage lending institutions 
have had an opportunity to measure 
their possibilities and adjust themselves 
to the new legislation. Those features of 
the measure which relate to the repair 
and reconditioning of owner-occupied 
homes, however, will appeal at once to 
banks and other loan institutions as 
offering the opportunity to cooperate 
with the Government in a constructive 
movement of advantage not only to the 
public and general business but also to 
the institutions themselves. 

The essence of the plan is not a new 
lending agency of the Government set 
up in competition with private credit 
agencies but the cooperation of the 
Government with commercial banks, 
savings banks, trust companies, build- 
ing and loan associations, finance and 
acceptance companies and other rep- 
utable lending agencies for the exten- 
sion of loans to persons who, under 
ordinary circumstances, are their nor- 
mal customers. 

The machinery of the plan is fairly 
simple. Under the new Act the Presi- 
dent will create a Federal Housing Ad- 
ministration, all the powers of which 
shall be exercised by a Federal Housing 
Administrator. This Administrator will 
have at his disposal a fund of $200,000,- 
000 furnished by the Reconstruction 
Finance Corporation whose borrowing 
power is increased by that amount for 
this purpose. The function of this fund 
is to insure all reputable lending institu- 
tions, up to 20 per cent of the total 
amounts, advanced by any one of them, 
against loss in making unsecured loans 
to property owners for the moderniza- 
tion, repair and improvement of owner- 
occupied homes. Except for the organ- 
ization necessary to carry out this 
insurance, or rather guaranty, and to 
cooperate with local committees and 
others interested in pushing the plan 
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The National Housing Act 


to success, this measures the connection 
and responsibility of the Government 
with and for the modernization and re- 
pair enterprise. The rest depends upon 
banks and other lending agencies, local 
committees and others interested in 
efforts toward recovery and improve- 
ment, contractors, and, above ll, 
home owners. 


LOCAL MACHINERY 


THE machinery starts with the home 
owners. A canvass of the situation by 
the Government has disclosed that per- 
haps nine-tenths of them have made 
little or no material repairs or improve- 
ments upon their property in the past 
five years; certainly the amount done 
has been a minimum. The home owner 
is expected to borrow money from a 
bank or other lending institution at fair 
interest under a Government guaranty 
for the purpose of making these repairs 
and improvements at this time, both to 
aid reemployment and business activity 
and to protect and improve his property. 
Where owners hesitate to do this volun- 
tarily local committees are to be or- 
ganized under the supervision and with 
the cooperation of the Government to 
make a survey of property needing 
modernization and restoration with a 
view of inducing as many home owners 
as possible to make such repairs and 
improvements as in the opinion of qual- 
ified experts are necessary or desirable. 

As a part of the local machinery, 
local contractors would be asked to 
apply to a bank or lending agency for 
placement upon its list of eligible con- 
tractors. Contractors on this list would 
then make agreements with property 
owners for whatever repairs, construc- 
tion or improvements the latter wish or 
can be induced to make. Each would 
submit to the lending agency a pro- 
posal for the work to be done at a price 
specified, submitting also the accept- 
ance of the property owner and the 
approval of a qualified architect or 
engineer, and including in the proposal 
an application of the property owner for 
a loan, giving pertinent credit informa- 


tion to indicate his ability to liquidate 
the loan on the terms applied for. After 
securing an independent credit report 
upon the applicant from an outside 
agency, which would also represent the 
Federal Housing Administration in 
the matter, the bank or other lender 
would then approve the loan and this 
approval would constitute the firm 
commitment of the bank to loan the 
money when the work was completed. 
Loans will be made in amounts of not 
less than $200 or more than $2,000 to 
any one borrower. They will be repaid 
in amounts of not less than $10 per 
month. The maximum term of the note 
shall not exceed five years. The maxi- 
mum interest shall be 5 per cent true 
interest on decreasing balances plus a 
service charge which the Government 
recognizes as necessary to cover the 
cost of handling such business and of 
investigating the credit. This service 
charge ranges from $9.50 on loans from 
$201 to $300 for a period of one year or 
less to a maximum of $82 on loans from 
$1,751 to $2,000 running from four to 
five years. There must be a separate 
credit report on each loan, the cost of 
which is included in the service charge. 
Loans thus guaranteed or insured must 
be made before January 1, 1936. 
Banks and other lenders will qualify 
for the Government’s guaranty by 
making application direct to the Fed- 
eral Housing Administration and exe- 
cuting a contract with the latter which 
will provide that the loans will come up 
to certain qualifying standards set by 
the administrator. No charge is made 
upon the banks for this guaranty or in- 
surance, no premium is paid by any one. 
The insurance or guaranty covers 20 
per cent of the aggregate of all loans 
made or notes purchased by each insti- 
tution—not merely 20 per cent of each 
loan. In others word, if a bank does 
$100,000 business in such loans the 
guaranty covers its losses up to $20,000. 
The experience of banks in most 
communities indicates that this is ample 
guaranty against loss, since the highest 
known ratio of loss on such a class of 
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The normal relations of the lending 
institutions with their customers 


will not be disturbed; rather, in- 
deed, opportunities will be offered 


the banks and other institutions to 
increase and widen their customer 


relations while, at the same time, 
they cooperate with public organ- 
izations in improving local prop- 


erty, aiding in the reduction of 


unemployment, increasing general 
business activity 


In the average small town con- 


ditions of life have changed greatly 


in the past 20 years, while the same 


old buildings, in most cases, line 
Main Street 


loans is around 2 per cent. Although 
unsecured, these notes, after all, are 
those of property holders. If default 
occurs and if the bank, after taking all 
reasonable means to collect, is satisfied 
that the notes are uncollectible, it must 
take the necessary legal steps to reduce 
the claim to judgment, although actual 
judgment is not necessary before claim 
can be made upon the housing adminis- 
tration. The latter bears the cost of 
legal proceedings to bring the claim to 
judgment. The administration may also 
make loans to lending institutions for 
relending to borrowers under the gen- 
eral plan, taking as security at their face 
value obligations representing insured 
loans or advances of credit. 

This function of the Federal Housing 
Administration in connection with the 
financing of the reconditioning of homes 
is really more of a guaranty than an in- 
surance of the risks taken by the banks 
and other lenders, but there are other 
features of the law which are clearly of 
an insurance character and which may 
affect bank mortgage loans. 

The administration may insure 
amortized mortgages offered within one 
year from the time they were made and 
up to January 1, 1936, on real estate on 
which there is a dwelling for not more 


than four families involving a principal 
obligation not to exceed $16,000 or 80 
per cent of the appraised value of the 
property at the time the mortgage was 
made. It may also insure first mortgages 
on low cost housing projects for persons 
of small means offered by Federal, state, 
municipal or similar agencies or private 
limited dividend corporations but not 
to exceed $10,000,000 upon any one 
project. The amount of insurance which 
may be taken on mortgages existing at 
the time of the passage of the Act is 
limited to a billion dollars and that on 
new mortgages to the same amount. 
For the purpose of carrying out this 
plan the housing administrator is fur- 
nished with machinery known as the 
mutual mortgage insurance fund and 
$10,000,000 is allocated to the adminis- 
trator to be used as a revolving capital 
fund. The actual insurance will be upon 
a mutual basis for which a premium be- 
tween one half and one per cent of the 
original face value of the mortgage will 


CUSHING 


be paid annually in advance, the exact 
rate to be fixed by the Administrator 
and adjusted to the risk attached to 
each class of mortgages into which the 
insured mortgages will be grouped. 

In case of foreclosure or other similar 
action resulting from default the insured 
bank or other institution will transfer to 
the administrator its mortgage or other 
title to the property and will receive 
therefor payment to the amount of its 
investment in the loan; but the pay- 
ment will be in debentures issued by the 
administrator bearing interest at a rate 
fixed by the administrator but not to 
exceed 3 per cent per annum payable 
semi-annually and maturing in three 
years from the first of July following the 
maturing date of the mortgage for 
which they are given. These debentures 
would be subject to the same taxes as 
those imposed upon the original mort- 
gage and are liabilities of the insurance 
fund only; except that debentures 
issued in exchange for mortgages in- 
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sured prior to July 1st, 1937, will be 
fully guaranteed by the United States 
as to principal and interest. In case the 
insurance fund is not able to pay any 
such debentures when due the Federal 
Treasury will advance the money and 
take over the rights of the mortgagee. 

The most controversial features of the 
act are the provisions for the establish- 
ment of national mortgage associations 
under the supervision of the housing ad- 
ministrator for the purpose of lending 
upon the security of mortgages and 
purchasing, selling and otherwise deal- 
ing in credit instruments secured by 
mortgages—in other words, to redis- 
count home mortgage paper in much 
the same manner as Federal Reserve 
banks discount commercial paper for 
member banks. Each association must 
be organized by five or more “natural”’ 
persons and must have a capital of at 
least $5,000,000. It will be free of any 
taxation by the Federal Government 
and no state or other taxing authority 
may tax it more than competing insti- 
tutions are taxed. The associations may 
issue bonds or debentures to the amount 
of 10 times their capital or equal to the 
current value of the insured mortgages 
plus the cash and Government obliga- 
tions they hold. They are subject to 
examination and control by the housing 
administration, which has authority to 
liquidate them in case their capital 
becomes impaired. 

The fourth principal feature of the 
act is the establishment of the Federal 
Savings and Loan Insurance Corpora- 
tion which is organized under the Home 
Owners’ Loan Corporation Board, whose 


members act as trustees, for the 
purpose of insuring deposit and other 
accounts in members of Federal Home 
Loan Banks organized as Federal sav- 
ings and loan associations—institutions 
already provided for in the Home Loan 
Act—building and loan associations, sav- 
ings and loan associations, homestead 
associations and cooperative banks. 

The capital stock of the corporation 
will be $100,000,000, which will be 
furnished by the Home Owners’ Loan 
Corporation from funds derived from 
the sale of its bonds. Insurance of ac- 
counts will be limited to $5,000 held by 
an individual, and in case of the default 
of an insured institution the corpora- 
tion will either cover the insured ac- 
count in the form of an equivalent in- 
sured account in some other insured 
institution or, at the option of the in- 
sured member, 10 per cent in cash with 
the remainder in negotiable non-interest 
bearing debentures of the insurance 
corporation, 50 per cent of which must 
be paid within one year and the balance 
within three years. 

All Federal savings and loan asso- 
ciations shall, and other members of a 
Federal home loan bank may, insure 
accounts in the corporation. The in- 
sured institutions shall pay as premium 
one fourth of one per cent of the total 
amount of all accounts pius all other 
creditor obligations of such insured in- 
stitutions until a reserve of 5 per cent of 
all insured deposits and other creditor 
obligations has been created, and an 
extra premium of one fourth of one per 
cent per annum of such accounts and 
obligations may be required to cover 
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losses and expenses previously ascer- 
tained. The corporation is authorized to 
borrow money on obligations free of 
ordinary income and state taxes. 

Under the act the Home Owners’ 
Loan Corporation’s borrowing capacity 
was increased from $2,000,000,000 to 
$3,000,000,000 and its fund for loans 
for home improvement was increased 
from $200,000,000 to $300,000,000. The 
Home Loan Bank Act is amended to 
permit the home loan banks to make 
loans to members for relending for 
home reconditioning. These banks also 
are given power to issue debentures 
upon such terms as the Home Loan 
Board may approve. The Federal 
Reserve Act is amended so as to permit 
Reserve member banks to make loans 
on real estate for the purposes of the act 
upon substantially the same terms as 
other lending institutions. 

The position of banks and other pri- 
vate institutions in the matter is quite 
evident. Analysis of the plan indicates 
its practical workability both as a busi- 
ness stimulant and as a means of in- 
creasing bank earnings. It is known that 
the volume of potential business under 
the plan is tremendous. How much of it 
can be brought to book depends largely 
upon the strength put into the move- 
ment by the local committees working 
under the Federal authorities and the 
cooperation of the bankers and other 
lenders. It is quite apparent that, as 
overhead costs are reduced, the larger 
the volume of business the larger the 
profits to the banks and the greater the 
benefit to the community, both in 
property improvement and in relieving 
unemployment. Such relief, of course, is 
not limited to the local community but 
is spread far and wide in the purchase 
of supplies and materials which go into 
the improvements. 

GEORGE E. ANDERSON 


There is no occasion for a bank to 
depart from sound banking prin- 
ciples, but there is abundant oppor- 
tunity for the banks to apply those 
principles under conditions which, 
with the cooperation of the Gov- 
ernment and the communities 
concerned, will work for the benefit 
of all business in almost every 
community in the land 


At the left, a famous home. Or- 
chard House, Concord, Massachu- 


setts, the scene of “*Little Women” 
by Louisa May Alcott 
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Planned 
Economy 


(CONTINUED FROM PAGE 17) 

ship now makes continual efforts for ad- 
justing the monetary system to the 
economic conditions prevailing for the 
moment. Such a policy will never lead 
to any result. Economic conditions will 
continue to alter themselves and to be 
altered by fresh government interfer- 
ence. There will be no fixed point, on the 
side of money, serving as a basis for an 
adjustment of other factors, and, there- 
fore, complete instability must continue 
to prevail both in economic and mone- 
tary matters. 

The most fundamental need of a well 
ordered social economy is a suitable 
division of income between consump- 
tion and saving. Under the rule of 
liberalism this division was determined 
by the combined behavior of all private 
economies, every individual deciding 
for himself how much he wanted to save 
from his income. As a matter of fact, the 
aggregate social desire for saving under 
these circumstances proved to be re- 
markably stable, and this stability of 
saving was the fundamental factor se- 
curing to society a fairly stable rate of 
economic progress. Planned economy 
has shown itself singularly incapable of 
taking over this important function. 
Soviet Russia has given the world the 
paradoxical experience of a socialistic 
society more capitalistic than any in- 
dividualistic society. The first five-year 
plan enforced a quite unreasonable 
degree of saving, the most elementary 
needs of the consumers being sacrificed 
for the desire of the authorities to pro- 
vide Russia, in the shortest possible 
time, with a modern capitalistic equip- 
ment. Now the Soviet leaders proclaim 
that they intend radically to alter their 
course and devote more attention to the 
needs of the consumers. Such radical 
changes in the policy of the planning 
authorities correspond to the trade 
cycles in our old society, but supersede 
them very much in violence. 

Any extension of planned economy 
will in all probability be followed by 
similar mistakes in the regulation of the 
production of capital goods and will be 
unable to attain the necessary balance 
between such production and saving. 
From this point of view planned econ- 
omy is bound to lead to endless disturb- 
ances and to fail completely in estab- 
lishing that economic equilibrium which 
has been expected from it, and for which 
so much of the efficiency of the in- 
dividualistic society should be sacrificed. 


Capital and Surplus... 


One of the several advan- 


tages of doing business with 
a bank such as this, having 
wide contacts and exten- 
sive facilities, is that trans- 
actions of every character 
can be handled direct with- 
out the delays incidental 
to the use of intermediaries. 


For example, a request for 
a telegraphic transfer of 
funds to New York, ad- 
dressed to us, is completed 
instantaneously over our 
private wires by instruc- 
tions telephoned directly 
to the bank where the 
credit is to be placed. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


. $30,000,000 


49 

34 

er- 

to 

of 
i 

TS 

ity 

to | 

ns 

ed 

he 

to 

ke 

or 

sof 

eS 

un 

al 

‘it 

ns 

ct 

aS 

te 

eS 

it 

it | 

y 

e 


Events and Information 


From the Boston Columbian Sentinel, October 5, 1793 


7 © incline two fleps, one to the right, and 


| 10 the left, ahd face each other, which 
Bp Churlo Aéllow oblon fqaare; through which the 
bu ap Bight fword bearer Bathe van; ed neg grad 
MARYLAND. mafler P. T. oh the lefiemthe Prefident of ; U 
caoxcerown, N Wednefday lafl one of f States in the centre, and the Wosthipful 


SEPT. the grandeft- Mafonic pro- 
ceflions took place, which, perhaps, ever was ex- 
hibited on the like important ion. 

About ten o’clock, Lodge No, 9, were vifited 
by that congregation, fo grateful to the craft, Lodge, 
No, bs. of Virginia, with all their officers and re- 
galia, and direttly afterwards appeared on the fouth- 
ern banks of the grand river Potewmack, one of 
ihe fineft companies of volunteer artillery that hath 
been lately feen. parading to receive the Prefident 
of the United States, who thority came in fight 
with his fuiteto whom the artillery paid their 
military honors, and his Excellency and fuite crof- 
fed the Potoremack, and was received in Maryland 
by the officers and brethren of No. 23, Virginia, 
and No} 9, Maryland ; whom the Prefident head- 
ed, and preceded by a band of mufic, the rear 
brought up by the Alexandria volunteer artillery, 
with grand folemnity of march, proceeded to t 
Prefident’s fquare, in the city of 
where ¢ were met and faluted by . 15, of 
the ci Wafhington, in all their regalia, 
Craax,Rt. M. 
P. T. and condutled to a large Lodge prepared 
for the of their reeeption. Alet a fhort 
fpace of time, by the vigilance of brother C, Woa- 
thy Staranson, grand marhhal, P. T. the 
brot and other bodies were difpofed in a: 
fecond order of proceffion, which took place amidft 
2 brilliant crowd of fpeftators of both fexes, accord- 
ing to the following arrangemeat, viz. 


ter of No 22, Virginia, on the right—all é 
orders, t hat compofed the 
of order march from the Pref 
1's fquare, to the fouth-eaft corner of the capi. 
And the ariillery 
difplay their manoeuvres and difc 
non: The Prefident of the United States, 11, 
22, yy thee fland to the Eaft 
and ali t 
a fhort time in filent awful order ; 
The artillery difcharged a volley, 


ers, a large filver plate with an infcgiption the 
which the ordered a 
was as follows, ta 


capitol of the United States of 
in the city of Wafbington, was laid on 
the 18th day of September 1793, :n the 
thirteenth year of American Independ. 
ence, in the firft year of the fecond term 
of the Prefidency of GrorGe Wasuinc- 
ton, whofe virtues in the civil adminif- 
tration of his country have been as con. 
fpicuous and beneficial, as his military 
valour and prudence have been ufeful in 
eftablifhing her liberties, and in the year 
ot Mafonry 5793, by the grand lodge 
Maryland, feveral lodges under iis jurif 
diction, and lodge No. 22, from Alex. 
andria, fon ‘ 


The: furveying department of the City 

ot WASHINGTON. 

Mayor ard Corporation of Georgetown, 
Virginia Auiilery, 


Commiffioners of ‘the city of Wafhington, and their 
Attendants, 
Stone Cutters, Mechanics, 
Two Sword Bearers, 


_ _Mafons of the Fish degree, - 
Bibles, &c. on Grand Cufhions, 
_ Deacons with Staffs of Office, . A 
Mafons ‘of the Second Degree, 
‘Stewards with Wands, 
Mafons of the Third Degree, 
- Wardens with Trunchcons, 
Secretariés with Tools of Office, 
Pay-Mafters with their Regalia, 
Freafurers with their Jewels. 


Tuomas Jouyson, 
Davip Srvuagrt, Commi fioners, 
Dawrer 
ly R. W. G. M.—P. T. 
ames Honaw . 
Corrat Wiitiamson, M. Mafon.” 
The. artillery dijcharged a volley, 
who, attended by the grand mafler, P, T.—and 
veffon trench, and depofed the plate, and laid on 
it the corner. flane. of the capitol of the Unied 
States of Americaon whichwat depofed com, 
wine, and oil ; when the whole Codgregation jain. 
ed in awful prayer, which was fd¢ceeded by Ma 
fonic chaunting honours and a volley from the ariil- 


Lodge No. 22, of Virginia, difpofed in their own Prefident of the United States, and his at- 
order, - tendant brettirea afcended from the caveflon to the 
Corn, Wine, Eaft of the corner fone, and there ‘the grand mafies 
.. ._ Grand Maller, Pre, Tem. P. elevated on a triple roftrum, delivered an 
W. M. | animated and ingenious Oration (which will ep- 


‘Grand heart, The whole company retired to an extenfive tooth, 


"where an ox of goolbs. was berbacued, of which the com- 
“The; amirched ad is the pany generally ok, with every sbundance of other 
ty, with mufit ing, drums recreation. The feftival concluded with filtcen fuccedive 
ing, colonrs ying, and fpeftat rejoicing ; Vollies from the artillery, whofe milgaty difciptiue snd 
feom the to he capitol, in the mancenvres, merit every commendation 
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ber 
in © 
filed off to adeflined groved,: | 
Washi lans for th 
Grand Mafter, P, T. and ir ce M. of No. © ashington to prepare plans for the 


an huge flone ; | 
craft, formhihg a cirele 
» ground on horse-back” with the Presi- 


The Grand Marhhal delivered she commiffion. 


“ This South-Eaft corner ftone, of the 


merica, § 


“The Capital of an Extensive 


The conven ion decreed honorable mention of city of 2 
ty OF > where the Riang m: 
i of and charged the minifler dered afi halt, and direfied each fild in the ef. 


The plate wat then delivered tothe Prefidem, — 


three moft worfhipful mafters defcended te the ca- 


the American Bankers Association 
will be in Washington for their 
Sixtieth Annual Convention. It will be 
interesting for bankers attending the 
meeting to recall the day when L’En- 
fant, on horseback, viewed the site of 
the new nation’s capital and envisioned 
the city which grew from his plans. 
Peter Charles L’Enfant, a civil engi- 
neer who came to this country about 
1777, was employed by President 


Pea October 22 to 25 members of 


proposed Federal city. 


L’Enfant carefully the 


“viewed 
dent and the Commissioners, and in this 
report handed personally to Washing- 
ton in Georgetown on March 26, 1791, 
enthusiastically endorsed, in pictur- 
esque English, the location as a site for 
the “capital of an extensive empire”: 

“After coming up the hill from the 
Eastern Branch ferry the country is 
level and on space of above two miles 
each way present a most eligible posi- 
tion for the first settlement of a great 
city and one which if not the only 
within the limits of the Federal Terri- 
tory is at least the more advantageous 
in that part between the eastern branch 
and Georgetown. 

“ On that part terminating in a 
ridge to Jenkin’s Hill and running in a 
parallel with and at half mile off from 
the river Potowmack separated by a 
low ground intersected with three 
grand streams,—many of the most de- 
sirable position offer for to errect the 
publiques edifices thereon—from these 
height every grand building would rear 
with a majestick aspect over the coun- 
try all round and might be advata- 
geously seen from twenty miles off which 
contigous to the first settlement of the 
city they would there stand to ages in a 
central point to it, facing on the grand- 
est prospect of both of the branch of 
the Potowmack with the town of 
Alexandry in front. .. . 

“Then the attractive local will lay all 
Round and at distance not beyond those 
limits within the which a city the capital 
of an extensive empire may be delin- 
eated.” 
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 Permanent.s A'T of the: 
Govermnent fi YVR ACES 
Tryected agreeatte to the 


% of the Presipeny ofthe Unrtep 

far ACT CoO VORESS / "opted the 

sixteenth doy Inf, Mocexe, > 
‘establt the Fermanent Sea 


Empire” 


The title of L’Enfant’s original map of 
the City of Washington, drawn in 1791 


The A. I. B. 
In Washington 


HARLES F. ELLERY of the 
Fidelity-Union Trust Company of 
Newark, New Jersey, is the new presi- 
dent of the American Institute of 
Banking. Elected at the concluding 
business meeting of the Institute’s con- 
vention in Washington, Mr. Ellery 
succeeds Albert S. Puelicher of the 
Marshall and Isley Bank, Milwaukee. 
The following were elected members 
of the Executive Council: J. B. Haslam, 
Birmingham Trust and Savings Com- 
pany, Birmingham, Alabama; Earl V. 
Newton, Cleveland Trust Company, 
Cieveland, Ohio; Harry R. Smith, Bank 
of America National Trust and Savings 
Association, San Francisco, California; 
G. K. Strickland, Federal Reserve Bank, 
Memphis, Tennessee. 

The convention program provided 
a series of unusually helpful discussions 
and addresses. Prominent speakers at 
the general sessions, held in the Na- 
tional Theatre, were supplemented by a 
series of informative departmental and 
Institute conferences which covered 
thoroughly such banking topics as 
audits and accounting, administration, 
business development and advertising, 
and credits and deposit functions. 

The judges on publicity awards 
made the following report, based on a 
convention exhibit of chapter publicity 
work done during the past year: 

1. Best chapter publication of chap- 
ter with membership of 300 or more: 
awarded to Gardner Turrill, Los An- 


geles Chapter, editor of The Southern 
California Banker. Honorable mention: 
The Hartford Banker, published by 
Hartford Chapter; Essex County Banker, 
published by Essex County Chapter. 

2. Best chapter publication of chap- 
ter with membership of less than 300: 
awarded to Nell Wadsworth, Fort 
Worth Chapter, editor of Bank Notes. 

3. Best publicity results for year 
1933-34 in chapters with membership 
of 300 or more: awarded to Grove B. 
Brewer, chairman of the publicity com- 
mittee of Rochester Chapter. Honor- 
able mention: Dallas Chapter; Los 
Angeles Chapter. 


4, Best publicity results for year 
1933-34 in chapters with membership 
of less than 300: awarded to Cora Hayes, 
chairman of the publicity committee 
of Fort Worth Chapter. Honorable 
mention: Nashville Chapter; Norfolk- 
Portsmouth Chapter. 

Dr. Francis P. Gaines, president of 
Washington and Lee University, was 
one of the convention speakers. In an 
address entitled “Character in Business 
—A Definition”, he said character was 
“the rock upon which enduring edifices 
are built” and that it was “the finest 
practical quality which a man can bring 
to any business venture.” 


Dr. Stonier, Mr. Puelicher, Mr. Hill and President Ellery 
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The Condition 
of BANKING 


(CONTINUED FROM PAGE 7) 

the end of February to 332,000,000 at 
the end of April. In the same period 
unfilled orders fell from 1,138,000,000 
yards to 756,000,000 yards. From the 
middle of April to the end of May, sales 
averaged only about 45 per cent of 
current production. This overproduc- 
tion and stagnation in the market for 
goods by the end of May had resulted 
in the curtailment of operations of 
many mills to a two- or three-day week 
and during June some mills shut down 
altogether. It is now realized that even 
if matters become no worse—and there 
is no prospect that the situation will 
improve before autumn—more mills 
will be compelled to shut down during 
the summer. 

Most New England worsted mills 
find it difficult to operate because of 
the high price of better grade wools. 
The rayon trade continues in the dol- 
drums. Shoe manufacturing in both 
New England and the St. Louis district 
continues fairly active for this time of 
the year. The general level of manu- 
facturing undoubtedly is lower than 
anticipated. Electrical power output 
shows a decline and all other indices 
point to a slowing up of activity consid- 
erably greater than seasonal adjust- 
ments require. 


CONSTRUCTION, SECURITIES 


THERE are few indications that build- 
ing construction is picking up although 
several parts of the country report in- 
creased sales of building materials. 
Activity in construction steel is reported 
in Pennsylvania and Ohio steel mills, 
mostly on account of public construc- 
tion. The Atlanta and Dallas districts 
report increased building activity, Chi- 
cago a decrease, most other districts 
stagnation. Most authorities agree that 
except in construction stimulated by 
the Government there is little prospect 
of any great gain in this line so long as 
the cost of materials and labor is so 
high. 

The security markets have made a 
rather satisfactory record. From a low 
at the opening of the month, close to 
the lowest average of the year, induced 
by threatened security market regula- 
tions, threatened or actual strikes and 
an apparent check in general business, 
the average price of representative 
stocks, by the middle of the month, 
had regained the early May level, 
slightly above par on a rather thin 


market with the prospect that the re- 
sumption of more active trading would 
lift prices materially. Between mid-May 
and mid-June 50 industrial stocks rose 
from 85.9 to 92.9; 20 railways from 
43.6 to 47.4; 20 utilities from 66.4 to 
72.9. In the same period 20 industrial 
bonds rose from 82.3 to 82.5; 20 rails 
from 86.4 to 88; and 20 utilities from 
88.6 to 89.6. The volume of transac- 
tions, however, averaged low. During 
the month the market for municipal 
issues greatly improved, average prices 
for the best issues reaching new record 
high levels with keen bidding for both 
long and short term issues. 

Money rates continued at the low 
level reached in April and extending 
through May, as might have been ex- 
pected with excess reserves of mem- 
ber banks in the Reserve System stand- 
ing at around one and three quarters 
billions of dollars. Prime names on 3 to 
4 month paper called for only 34 per 
cent; on 4 to 6 month paper, 1 per cent; 
even less known names secured money 
at 134 cent. Ninety-day acceptances 
had a range of 1% to % per cent. Debits 
to individual accounts in member 
banks in the Reserve System fell off as 
compared with recent weeks and aver- 
aged about the same as in June, 1933. 

In its June financing the Government 
offered $500,000,000 in five year 21 per 
cent notes and $300,000,000 in 3 per 
cent 12-14 year bonds, with the right to 
extend the latter to cover $174,905,500 
in certificates due June 15 and $345,- 
292,600 in notes maturing August 1. 
This right was exercised. In the turn- 
over about $500,000,000 of maturing 
issues were exchanged for new issues, 
another half a billion was subscribed for 
by banks through “book credits”? and 
about $300,000,000 was subscribed for 


in cash partly represented by transfers 
of bank reserve balances on the books 
of the Federal Reserve banks, thys 
bringing about the unusual condition 
of a large Treasury balance with the 
Reserve banks on a financing date. 
The Treasury had a cash balance of 
$1,912,673,617 on June 14. Mr. Mor. 
genthau indicates the Treasury expects 
to do no more long or intermediate 
financing before September 15. 

During the month the gold stock of 
the United States reached the highest 
point ever known in this or any other 
country. On June 15 it stood at $7,820. f 
000,000 at the new gold valuation. At 
the old gold valuation of the dollar this 
amounted to $4,618,492,000—slightly 
in excess of the $4,609,688,000 held at 
the end of April, 1927. Inasmuch as the 
1927 figures included considerable gold § 
supposed to be in circulation but written 
off when the new gold value of the dollar 
was established last January, the pres- 
ent stock is probably a quarter of a 
billion dollars higher than ever before. 

On the whole the record for the 
month is generally accepted as favor- 
able. Recession undoubtedly has been 
more than seasonal; but it has not been 
so great as that anticipated by most 
business authorities, since recovery 
from depression is always marked by 
recurrent checks and one was about due. 
While labor troubles continue a serious 
menace in most parts of the country, 
the avoidance of serious strikes in the 
textile and steel industries, for the time 
being at least, has done much to restore 
confidence. Little or no improvement 
in general business is expected before 
autumn, but reports from almost every J 
business area indicate a general expec- J 
tation that the autumn will witness a 
marked advance. 


The relation of insured deposits to total deposit liabilities of various 
classes of banks, members of the insurance fund, as of March 31, 1934 
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Stamps in Old Bank Files 


ANK files are a happy hunting 
B ground for the stamp collector, es- 
pecially in these days when the increas- 
ing value of early American stamps has 
sent philatelists rummaging through 
all likely sources of rare items. 

Rich finds have rewarded the searches 
of collectors, amateur and professional, 
who have had access to the dusty cor- 
respondence and archives accumulated 
by the older banks. To the good fortune 
of philately, filing systems in the middle 
Eighteen Hundreds were informal, and 
many banks, particularly those in 
smaller communities, preserved en- 
velopes as well as letters. Banks, in fact, 
have acquired a reputation as one of the 
most fruitful hiding places of old 
stamps, although the field has been 
rather well worked. 

Bankers who are collectors have, of 
course, made the most of opportunities 
lurking in the record rooms of their own 
institutions. However, all bank officers 
and employees are not devoted to the 
hobby, and many sheaves of old letters, 
deeds and mortgages bearing prized bits 
of portraiture await discovery by one 
who knows their worth. 

Stamp collecting had a striking re- 
vival during the depression. The in- 
crease of leisure and a search for diver- 
sion from business worries seem to have 
rekindled the hobby instinct, sending 
men and women back to the albums of 
their youth with freshened interest. 
Prices for United States stamps in- 
creased as demand quickened, and 
although quotations did not quite reach 
the levels of several years ago, values 
were on the whole so well maintained or 
expanded that stamps have been called 
a depression-proof investment. 

Not infrequently unsuspecting bank 
officials have gladly disposed of bundles 
of old paper for a nominal considera- 
tion, only to find, somewhat to their 
chagrin, that the purchaser was a 
shrewd business man who had made a 
handsome profit. 

Occasionally a bank will make its 
files available, for philatelic researches, 
as a friendly gesture to a local collector. 
For instance, a small bank with a long 
history in one of the eastern states 
turned over its letters to a man who 
was allowed to take all the old en- 
velopes he wanted. The harvest he 
gathered was worth about $35,000. 

The David S. Kennedy correspond- 
ence, well known to philately, offers 
another example of potential values on 


musty bank letters and documents. 
Kennedy was New York agent of the 
Royal Bank of Canada about the 
middle of the last century and for years 
carried on a regular correspondence 
with his home office. Kennedy’s part of 
this extensive file was saved by himself 
and then by his descendants. Some 
years ago a member of the family, in a 
house-cleaning mood, gave the letters 
to the butler for disposal. This servant 


had the papers boxed for the ashman 
when an interior decorator noticed the 
crates. On his suggestion that old stamps 
were valuable the butler promptly 
looked up a stamp dealer who paid 
him about a hundred dollars for the 
lot. 

The butler was doubtless disgusted 
when he learned — if he did — that he 
had sold $30,000 to $40,000 worth of 
stamps for the proverbial song. 


1863 


1934 


seventy years 


of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 
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Deposit Insurance Report 


STUDY of the first public report 
of the Federal Deposit Insurance 
Corporation, covering its operations up 
to March 31, 1934, reveals much in- 
formation of interest to bankers. 
Despite the unwillingness of mutual 
savings banks in New Hampshire, 
Massachusetts and Connecticut to par- 
ticipate in the insurance fund, $4,486,- 
174,439, or 28 per cent of all insured 
deposits, was in the hands of the 234 
mutuals which joined the fund, and it 


was due in no small measure to their 
attitude toward permanent insurance 
that the Washington authorities looked 
with favor upon an extension to July 1, 
1935, of the temporary insurance ar- 
rangement. 

New York led the country in the 
number of insured accounts with 11,- 
495,130, while Pennsylvania led in the 
number of insured banks, with 1,030. 
The average size of all insured accounts 
was about $282, while the average 


‘| 


Continent” 


casualty insurance and surety bonds of all forms. 


Behind me stands a record of faithful performance by a great 
company over a period of 36 years, during which time claims 


have been paid in excess of $275,000,000. 


MARYLAND 


Cover the 


pew the northern tip of 
Alaska to the outposts of 
Mexico—through Canada, east 
and west over the broad ex- 
panse of the United States—I 
cover the continent. 


I am the Maryland Casualty 
Company agent—thousands 
strong, carrying the service 
of this institution into every 
city and town of importance 
on the North American Con- 
tinent, providing coverage in 


“BALTIMORE 


mutual account was $504; non-member 
state bank, $202; member state bank, 
$287, and national bank, $243. 

About 45 per cent of the total of 
55,597,695 insured accounts was in 
5,325 national banks, which comprise 
about 38 per cent of the total enrollment 
of 13,870 banks. 

While it has been impossible to deter- 
mine with accuracy what percentage of 
all bank deposits is covered by insur- 
ance, the figure for protected deposits 
on March 31, which was $15,700,917 ,289 
as given in the F.D.I.C. report, may be 
compared with a total deposit figure of 
about 42 billions, reported as of De- 
cember 31, 1933, by a widely used 
banking directory. 

Participation in the insurance fund 
is compulsory for all Federal Reserve 
members and optional with all others. 
Out of 7,834 applications for insurance 
received from the latter up to December 
30, 1933, examinations were completed 
in 7,785 banks, and requests for in- 
surance approved in 6,496 cases, re- 
jected in 977, with 312 yet pending 
decision. 


EXAMINATION STAFF 


THE staff of examiners needed to pass 
upon applications reached a total of 
1,676 on December 9, 1933, but dropped 
to 338 by the end of the year. 

Assessments paid by banks up to 
February 28, 1934, totalled $38,837,- 
795.19. The Federal Reserve banks 
have paid in $69,649,778.48, and on 
January 5, 1934, notice of the call of the 
remaining half of their subscription was 
sent out. Their total contribution to 
the fund will be one-half of their com- 
bined surplus. 

Salaries, subsistence and traveling 
absorbed $1,593,937.08 of the corpora- 
tion’s funds up to February 28. More 
than $150,000,000 was invested in 
United States securities at the close of 
business on March 31, 1934. 

Under the terms of section 12b of the 
act creating the corporation, authority 
was granted to purchase assets of closed 
member banks of the Federal Reserve 
System and to buy or lend upon assets 
of such banks. While no applications 
under these provisions have been made 
to the corporation, it has worked with 
the Reconstruction Finance Corpora- 
tion for the relief of depositors in closed 
institutions, with the result that deposit 
liquidation loans to the extent of 
$746,334,000 had been granted by the 
latter up to March 24, 1934. 
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The Durable Goods Report 


7. recent report of the Durable 
Goods Industries Committee shows 
some of the problems to be met before 
real progress can be made in restoring 
employment to 5,000,000 former work- 
ers, released because of the depression. 

These industries, according to the re- 
port, require extremely large capital 
investments in proportion to their an- 
nual sales volume, which, even in the 
banner year 1929, was only 93 per cent 
of total assets. 

Less than 10 per cent of all products 
can be made by mass production meth- 
ods. The great share of their output 
must be made to individual order, and 
there is a further complication in the 
fact that there is no driving urge on the 
part of the customers to make prompt 
decisions. The inefficient machine or the 
run-down home, as examples, need at- 
tention, but it is difficult to stir up their 
owners unless business is booming or 
incomes are picking up. 

Despite the difficulties surrounding 
their operations these industries, by 
cordial cooperation in wage-raising 
plans, have restored the hour-wages of 
unskilled workers to 96.9 per cent and 
of all other workers to 94.6 per cent of 
their 1929 levels. The average hours 
worked per week have risen from a Feb- 
ruary, 1933, low of 65 per cent of 1929 to 
70 per cent in the case of wage earners 
and 88.6 per cent in the case of salaried 
employees, and weekly incomes of em- 
ployees have shown an increase of about 
20 per cent since February, 1933. 

Inability to offer steady employment 


MODERATOR 


Secretary of Labor Perkins has the dif- 
ficult job of bringing peace to the steel 
industry 


during the depression has resulted in a 
dispersal of skilled workers, and it has 
been impossible to supply adequate 
training facilities to younger men, so 
that recovery will inevitably bring with 
it a serious shortage of experienced 
trained operatives. 

Faced as they are with a double 
problem of frozen assets and selling re- 
sistance, which multiplies with in- 
creased costs, the committee sees in the 
vast reconstruction needs of the coun- 


try a broad opportunity for rehabilita- 
tion which will carry with it a major 
solution of the unemployment problem. 

It is upon construction and modern- 
ization, however, that the committee 
places the stress for immediate action. 
The restoration of confidence among 
borrowers and lenders in the soundness 
of new mortgage lending methods will 
unlock the doors to a volume of orders 
which will go far to overcome the idle- 
ness now prevalent in these fields. 


126,650 more electric custom- 
ers are served now by the Asso- 
ciated Gas & Electric System than 
in 1928 ... Rural Extensions 
have improved service in scores 
of small communities, and in 
New York alone have contributed 
to the increase of more than 
70,000 customers ... New 
Constructionexpenditurestotal 
$88,677,000 since 1928. 

In view of the years of depres- 
sion this record of service to 
customers is notable. More needs 
to be done. But new capital 
cannot be raised when present 
investments are threatened by 
taxation, rate reductions, and re- 
strictive legislation. 

The Associated Plan of Re- 
arrangement of Debt Capitaliza- 
tion aims to protect investors who 
made this record possible. 


ASSOCIATED GAS & ELECTRIC SYSTE 


Let’s Look at the 
Record 


61 Broadway 
New York 
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Loans to Industry by R.F.C. 


N his recent address before the West 

Virginia Bankers Association, Jesse 
H. Jones explained his viewpoint 
toward the various plans for making 
use of R.F.C. facilities. 

The R.F.C., he pointed out, has ad- 
vanced more than $800,000,000 to 
2,100 bank receivers, and is continuing 
to make loans wherever there are sound 
values upon which to base them. The 
intent is to lend the greatest amount 


possible without ultimate loss to the 
Government. 

Out of the aggregate deposits of 
closed banks, approximating six and a 
half billions, one half has already been 
distributed to depositors, and the ulti- 
mate loss will be about one-third of the 
total, compared with an average loss of 
42 per cent in bank closings in previous 
periods. 

No form of investment, except Gov- 


GF GET SOUND PROTECTION AND REAL 
SERVICE AT A SUBSTANTIAL SAVING... 


is way pecify "L-M-C for Automobile, 


Compensation and General Casualty Insurance 


| ¥ you are seeking security, service and savings when 
you buy casualty insurance, or advise others on its pur- 
chase, consider the advantages offered by the ‘‘L-M-C’’. 
This $17,000,000 Company is widely known for its finan- 
cial stability—its careful selection of risks, conservative 
investment policies and economical management. Fifty 
branch claim offices and hundreds of representatives located 


ernment bonds, has suffered as little as 
deposits in closed banks, Mr. Jones 
stated. Those with investments in 
stocks, bonds, mortgages, real estate and 
industry or business have lost a much 
higher percentage of their investments 
than have those who had their money in 
closed banks, and for this reason it is 
impossible to justify the use of tax- 
payers’ money for the purpose of mak- 
ing good the relatively small proportions 
lost. 

In regard to direct loans to industry, 
the purpose of the R.F.C. is to supple- 
ment the work of the Federal Reserve 
banks in keeping open as many avenues 


| of credit as possible. The cooperation of 


banks is wanted in making such loans, 
to the extent of taking at least a part 
or all where the credit risk may justify 
such action. 

While some loans of this type will 
carry more than ordinary credit risk, a 
dollar loaned to provide work is better 
than one given in relief. The R.F.C. has 
been dealing with all sorts of credit 
problems for more than two years, and 
while it has no desire to continue lend- 
ing longer than is necessary, its experi- 
ence and facilities must continue to be 
utilized until there is a restoration of 
normal credit and a reconstruction of 
credit facilities and agencies. 


Issuing the rules for making direct 

loans to industries, Jesse H. Jones in- 

cluded one to the effect that loan pro- 

ceeds are to be spent only with firms 
who comply with N.R.A. 


_ from coast to coast provide policyholders with an unsur- 
passed claim service throughout the United States and 
Canada. In addition, this leading Mutual Company has 
paid annual dividends to policyholders each year since 
organization which have substantially reduced their 
insurance costs—last year over $2,827,000. 


Ask the nearest *‘L-M-C"’ representative or write 
the Home Office for further information. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


as] NO 


SECURITY 


JAMES S. KEMPER, President 
Home Office: Mutual Insurance Building, Chicago, U. S. A. 


“WORLD’S GREATEST AUTOMOBILE MUTUAL” | 


THE SYMBOL OF SOUND PROTECTION) 
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National Credit Men 


Hien the auspices of the National 
Association of Credit Men, more 
than 1,000 credit executives from all 
parts of the country held their 39th 
annual convention in Los Angeles, be- 
ginning June 11. 

Henry H. Heimann, executive man- 
ager of the association, in his keynote 
address, declared that ‘“‘we are now at 
the crossing of the bridge with the 
N.R.A.” 

June 16, he pointed out, was the first 
anniversary of N.R.A. and “as we 
look back at it we see much that is 
good and a great deal that is bad, but 
on the whole we feel the salvage pos- 
sibility more than justifies the experi- 
ment. Emerging from it all, we find 
certain things that ought to survive. 

“These are the elimination of child 
labor, a more equitable treatment of 
labor, a more reasonable interpretation 
of the Sherman Law and the elimination 
of certain unfair trade practices. If the 
objectives will be confined to these 
principles, and if obnoxious regimenta- 
tion of business will be abandoned, then 
the National Recovery Act will be 
upon a sound basis and will contribute 
toward a real recovery. 

“And whether it will or not, let me 


A chart from the Cleveland Trust Bulle- 
tin, which, the Bulletin states, is “‘illus- 
trative of the fundamental principle 
that the reactions of groups of people 
to a given set of opportunities and obli- 
gations are conditioned by factors which 
may prove to be outside the control of 
rules and regulations”’ 


AVERAGE CREDIT RATINGS 


DATA _BY UNIV. OF ILL. AND NATL.ASSN.OF FINANCE CO'S) 


43 
Painters & Dec. 38 


remind you, does not depend upon the 
Government, but upon business, labor 
and the consumer group. It is their 
responsibility. These groups are chal- 
lenged as to whether they can measure 
up to the high sense of fair dealing that 
is expected of them.” 

Then turning his attention to the 
A.A.A., Mr. Heimann said: 

“We do not enter into the argument 
so frequently heard that for years the 


industrial section received the benefits 
of a tariff subsidy, and that now the 
consumer that lives within the industrial 
section must work to produce a subsidy 
for the farmer. We must in fairness 
recognize first the right of the farmer 
to fair and equitable treatment com- 
parable to that given to other groups; 
and second, the essential importance to 
industry of a restoration of purchasing 
power in our agricultural sections. 


CONTINENTAL 


ILLINOIS NATIONAL 


BANK 
AND TRUST COMPANY 


of CHICAGO 


A more than routine banking 
service to correspondents 
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Uniform Principles 


of Trust Operation 


(CONTINUED FROM PAGE 39) 
ment in the Bankers Code that no 
trust institution shall buy or sell 
securities or other property from or 
to its estates or trusts will certainly 
be carried out in the examination 
schedule by a searching inquiry not only 
as to the bank itself but also, as forecast 
in last year’s examinations, whether 
trust investments include any loans to 
officers or directors of the institution, 
any securities in which officers or direct- 
ors are in any way interested, any 
securities issued, distributed or guaran- 
teed by an affiliated institution, any 
investment purchased from any other 
department or affiliated institution, or 
whether a trust investment includes 
any stock of the institution and, if so, 
how and when it was acquired. There 
will be careful inquiry as to the interests 
or connections from which trust invest- 
ments were purchased. 

In short, in essential respects the uni- 
form examination system will give prac- 
tical legal effect and enforcement 
through the supervisory authorities to 
the improvements in trust administra- 
tion agreed to by bankers in their Code. 
Asa result, both by the Code agreement 
and the action of supervisory authori- 
ties, all banks, large and small, national, 
state, member and non-member, will 
eventually conduct their trust business 
upon practically a uniform system and 
under strict supervision which will ex- 
tend so far as to involve the periodical 
examination and review of every in- 
vestment item in every trust in every 
bank and trust company in the United 
States. 

Each institution, whatever the vol- 
ume of its trust business, will be prac- 
tically compelled to organize a trust 
review committee. 

In reviewing the examination of each 
bank the Federal authority for which 
the examination is made will consider 
each investment item in every trust 
upon its merits, with due consideration 
for local conditions, the general condi- 
tion of the bank itself and with special 
regard to the manner in which the trust 
is being managed. Each bank will be 
compelled to explain why any doubtful 
investment is retained in a trust port- 
folio, why any doubtful investment was 
made, why any particular action was 
taken or not taken—in short, every in- 
vestment in every trust will be con- 
stantly examined so as to keep the trust 


intact, to maintain it in an active, sound 
condition and to see that it is managed 
according to law and in the interest of 
the beneficiary. 

One objective of the Federal authori- 
ties in the new examination system, like 
that of the bankers in their Code, is to 
prepare a better foundation for future 
trust business. It is realized that the 
purpose of most of the banks in small 
and medium sized communities now 
operating trust departments is not so 
much immediate profits, which in a ma- 
jority of cases are now lacking, as the 
development of future business. At the 
end of the last fiscal year, for example, 
there were 206 national banks acting as 
trustees under 617 insurance trust 
agreements involving $32,719,615 in 
proceeds from insurance policies. 

At the same time there were 637 


national banks which had been named 


as trustees under 16,358 insurance trust 
agreements not yet matured or operat- 
ive supported by insurance policies, 
with a face value aggregating $696,758-, 
940—present business, about $110,000 
per bank; future business, over a million 
dollars per bank and rapidly increasing. 
The earnings of trust departments in 
most banks in smaller cities are small at 
the present time. 

The average gross earnings of trust 
departments in banks reporting trust 
earnings for the last fiscal year amounted 
to only $362 in places with a population 
of 1,000 or less; $971 in places of from 
1,000 to 2,499 population; $1,060 in 
places of from 2,500 to 4,999; $1,484 in 


cities of from 5,000 to 9,999 population; 
$2,743 in cities of from 10,000 to 24,999 
population; and $4,383 in cities of from 
25,000 to 49,999 population. In other 
words, few banks in cities of less than 
50,000 population can afford to employ 
an amply qualified trust officer to man- 
age a trust department. Management in 
most cases devolves upon other officers 
of the banks and hence the importance 
of careful checks and reviews which the 
new system of examinations is designed 
to establish in even the smallest bank. 
It is expected that under adequate 
superintendence and control even the 
smaller banks can develop a trust busi- 
ness which will mean future profits as 
well as increased safety to clients. 

The statistical call report for June 30 
will give considerable insight into the 
new system of bank examinations. Inci- 
dentally, and in fact largely responsible 
for the statistical call, this combined 
Federal review will be the first impact of 
the new unified control of the trust busi- 
ness of all banks by Federal authority. 
The returns secured from this call will 
give the first comprehensive statement 
of the amount, nature and condition of 
trusts in American banks. At present 
little or nothing is known by the Federal 
authorities of the amount and nature of 
the trust business of some of the largest 
trust institutions in the country— 
individual concerns which in some in- 
stances have trust resources equal to 
the total of such resources in all fiduci- 
ary institutions or trust departments in 
some of the states. Together with known 
data from life insurance companies the 
returns will afford the first comprehen- 
sive view of the tremendous resources 
marshalled in the trust phase of Ameri- 
can financial life. 

GEORGE E. ANDERSON 


Trust assets and number of trusts of national banks, as shown in 
the annual reports of the Comptroller of the Currency 


TOTAL TRUST ASSETS 
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R.F.C. Loans and Repayments 


oer and trust companies on May 

31 had repaid 61 per cent, or $967,- 
959,623.08 of the $1,581,357,085.08 in 
cash which they had received from the 
Reconstruction Finance Corporation 
since its establishment on February 
2, 1932. 

Loans authorized to 7,169 of these 
banking institutions during that pe- 
riod, the corporation’s May 31 state- 
ment showed, totaled $2,026,934,699.31 
of which $243,460,059.20 was canceled 
or withdrawn while $202,117,555.03 
remained to the credit of borrowers. In 
addition, the corporation had made 
conditional agreements to loan $13,601,- 
295.70 to banks and trust companies. 

Disbursements of the R.F.C. through 
all its activities included $3,895,868,- 
109.63 in direct cash advances and 
$1,390,849,549 for other Government 
agencies and relief of destitution, as 
directed by law. Repayments aggregated 
$1,449,389 ,242.36. 

Excluding allocations for relief and 
Government agencies, the corporation 
had authorized loans and advances 
totaling $5,390,627,414.54. Of this total, 
$458,970,291.81 was canceled and $1,- 
035,789,013.10 remained to the credit 
of the borrowers. 

“Since the passage of the Emergency 
Banking Act,” said the statement, “the 
corporation has authorized or made 
conditional agreements to purchase 
$678,511,820 of preferred stock in 3,469 
banks and trust companies, of which 
$24,739,023.33 was canceled or with- 
drawn and $413,885,746.67 has been 
disbursed. Retirement of preferred stock 
aggregates $412,300. 


CAPITAL NOTES 


“THE corporation has authorized or 
made conditional agreements to pur- 
chase $166,667,000 of capital notes in 
186 institutions, of which $1,205,000 was 
canceled or withdrawn, and $108,515,- 
500 has been disbursed; and $229,320,- 
800 of debentures in 2,473 institutions 
of which $8,122,000 has been canceled 
or withdrawn and $163,105,300 has 
been disbursed. Retirement of capital 
notes and debentures aggregates $120,- 
000.”? 

The corporation reported authoriza- 
tions or commitments for loans secured 
by preferred stock totaling $36,715,450, 
of which $3,679,350 was canceled or 
withdrawn, to 900 borrowers for the 
purchase of preferred stock in banks and 
trust companies, and $19,375,000 to 
six borrowers for the purchase of pre- 


ferred stock in insurance companies. 

The R.F.C. had authorized, or con- 
ditionally agreed to make, loans totaling 
$794,747,283.70 for the reorganization 
or liquidation of 2,164 closed financial 
institutions. Of this amount $63,001,- 
173.19 was withdrawn or canceled, 
$210,888,652.43 remained to the bor- 
rowers’ credit, $520,857,458.08 had 
been disbursed and $162,023,118.68 had 
been repaid. 

Substantial repayments by borrowers 


other than banks were also shown in the 
report. Mortgage loan companies, 
which borrowed $260,345,186.53, had 
paid back $68,952,628.73, building and 
loan associations had reduced an in- 
debtedness of $114,390,272.15 by $68,- 
895,633.53 and insurance companies 
had repaid $53,403,282.80 out of total 
borrowings of $89,332,463.45. Repay- 
ments by railroads, on the other hand, 
came to $57,895,024.67 against ag- 
gregate advances of $402,610,981.49. 


DEPENDABLE 
INSURANCE 


SINCE 


1863 


An i insurance company with its risks spread 
over a broad territory enjoys a real advantage 
in its security against local disaster. 


The pioneer founders of FIREMAN'S FUND 
INSURANCE COMPANY came to California 
from every corner of the nation giving it broad 
vision fromits inception. Today,through 11,000 
agents, the companies in its group do business 
in every community in the United States and 
Canada. 


Ships and cargoes in every port—homes, 
factories and stores in every city —automobiles 
on every highway, are protected by this time 
tested insurance. 


Now, especially, you can't afford to gamble on 
your insurance. A setback from fire, accident, 
liability or theft might severely handicap you 
in the promising days ahead. Your protection 
is secure when backed by the STRENGTH, 
PERMANENCE and STABILITY of the 
companies of the FIREMAN'’S FUND GROUP. 


cAgents Everywhere 


Fire Automobile Marine + Casualty Fidelity Surety 


IREMAN’S FUND GROU 


Tireman’s lnsurance Company Occidental Insurance Company 
Fire & Marine Lisurance Compan 
Firemans Fund Indemnity Company ~ Occidental Indemnity Company 


HEAD OFFICE* SAN FRANCISCO 


Offices in the Principal Cities ot the United States and Canada 


59 
| 
| 
4 
é 
| 
| 
2 | 
| 
Me 


AMERICAN BANKERS ASSOCIATION JOURNAL, July 1934 


Significance 
of New Events 


DDRESSING the general session of 
the Convention of the A.I.B. in 
Washington, Francis M. Law, Presi- 
dent of the American Bankers Associa- 
tion, said there was no good reason for 
pessimism today. 

Profits have not permanently gone, 
either from banking or general business, 
he asserted. In this changing world, it is 
necessary to a greater degree than ever 
before to recognize and understand the 
significance of new events if success is to 
be attained in handling them. Change is 
not heresy, but progress. 

In the banking business, the old 
German phrase “Ich Dien” is a good 
motto. Service to depositors, to stock- 
holders and society, rather than wealth, 
is the goal for which every alert bank 
employee must strive. 

The idea that bankers are reactionary 
is disproved by the attitude of the 
American Bankers Association in the 
past six months, said Mr. Law. Analysis 
shows that it has favored a majority of 
the measures relating to banking be- 
fore the recently adjourned session of 
Congress. 

Courage, patience, a passion for hard 
work and an open mind toward new 
ideas and trends and toward the needs 
of the future will bring success in greater 
measure than ever before to the younger 
generation in banking. 

The American Institute of Banking, 
with its 219 chapters and 33,000 enrolled 
students, is opening approaches to prog- 
ress in banking on a scale never before 
attained, and in its teachings as to what 
constitutes the right kind of banking it 
is doing a work that is entitled to the 
greatest respect. 


British 


Financing 


TATISTICS on new capital issues 

in the United Kingdom, compiled 
by the Midland Bank Limited, show 
that the total for May, £22,441,000, was 
the largest for that month since 1930, 
when volume reached £37,899,000. 
The aggregate for May, 1933, was 
£14,614,000. In April of this year the 
total came to £9,590,000. 

The compilation excludes all bor- 


Now That 
Congress 
Has 
Adjourned 


rowings by the British Government for 
purely financial purposes, shares issued 
to vendors, allotments arising from the 
capitalization of reserve funds and un- 
divided profits, issues for conversion or 
redemption of securities previously held 
in the United Kingdom, short term bills 


THE NEW YORK HERALD TRIBUNE 


sold in anticipation of long term bor- 
rowing, and loans by municipal and 
county authorities except in cases where 
there was a specified limit to the total 
subscription. Also excluded are capital 
issues by private companies except 
where particulars were made public. 


Summary Table 


of New Capital Issues 
[Compiled by the M 


in the United Kingdom 
idland Bank Limited| 


MontH oF 5 Montus TO YEAR TO 


May 

17,541,000 
20,861,000 
17,187,000 
35,783,000 
26,845,000 
34,836,000 
33,748,000 
10,888,000 
34,516,000 
39,275,000 
21,131,000 
37,899,000 
11,010,000 
12,296,000 
14,614,000 
22,441,000 


May 31 
63,476,000 
213,672,000 
90,302,000 
146,157,000 
88,762,000 
86,894,000 
100,703,000 
102,413,000 
139,729,000 
161,244,000 
170,145,000 
128,635,000 
58,083,000 
57,304,000 
51,787,000 
56,974,000 


May 31 
118,288,000 
387,738,000 
260,840,000 
271,651,000 
178,273,000 
201,891,000 
237,355,000 
221,607,000 
290,582,000 
336,229,000 
371,421,000 
212,238,000 
165,608,000 
87,888,000 
107,521,000 
138,055,000 
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Fiduciary Deposits 


discussing, before the Texas Bank- 
ers Association, the legal aspects of 
the handling of deposits, especially 
those of a fiduciary nature, Leslie Hum- 
phrey, Wichita Falls attorney, made 
several points which deserve the careful 
consideration of bankers. 

With the rapid growth of fiduciary 
business, most banks have accounts of 
this nature, some of which are inter- 
mingled with the individual funds of the 
fiduciary. Withdrawals are made on 
checks payable to the latter, and signed 
by the fiduciary in his trust capacity, 
with transfers and deposits to the indi- 
vidual account of checks payable to the 
fiduciary. 

While it is generally recognized by 
the courts that the bank has a right to 
assume that the trustee will properly 
account for all funds withdrawn and 
that there is a presumption of honesty 
on the part of the fiduciary, certain 
fundamental principles of law apply, 
and the following rules, Mr. Humphrey 
said, might be laid down for the guid- 
ance of the bank as to its liability or 
non-liability: 

1. A bank incurs no liability in honor- 
ing checks of a fiduciary, payable to his 
individual order, or in permitting the 
transfer of such funds to his individual 
account, or in allowing individual de- 
posits to be made of checks payable to 
such depositor in his fiduciary capacity, 
if the bank has no knowledge of any in- 
tended misapplication of the funds. 

2. If the bank has knowledge, liabil- 
ity results; but knowledge or participa- 
tion is not shown from the form and 
manner of such withdrawals or deposits. 
There must be independent, outside 
knowledge, in addition to the knowledge 
of the withdrawal or deposit in favor of 
the individual. 

3. If the bank receives the trust funds, 
knowing the same to be trust funds, in 
satisfaction of a debt due it by the 
fiduciary, a liability is created. The 
bank cannot appropriate or offset such 
deposit against the individual debt of 
the fiduciary. 

There are certain questions of lia- 
bility vel non which are unsettled. 

(a) What facts will impute knowl- 
edge to the bank of the wrong or dis- 
honesty of the fiduciary and what duty 
exists, if a bank has knowledge of cir- 
cumstances which would create a sus- 
picion of dishonesty, to prosecute an 
inquiry into the conduct of a fiduciary? 

(b) It is well settled that the pay- 


ment by a fiduciary of an individual 
debt from trust funds knowingly re- 
ceived by the bank creates a liability 
against the bank to the extent of the 
funds so received. Will the payment to 
the bank of an individual indebtedness 
upon the check of the fiduciary condemn 
subsequent transactions handled in like 
manner, where the bank does not re- 
ceive the funds? In other words, will 
knowledge of the bank in the first in- 
stance, that the fiduciary is paying his 
personal indebtedness to the bank with 
the trust funds, create a liability against | 
the bank upon subsequent withdrawals 
or credits effected in like manner where 
the bank does not receive the same? 

(c) Will knowledge on the part of the | 
bank that some of a series of checks, all | 
withdrawn in the same manner, were 
used for the individual benefit of the 
trustee, create a liability against the | 
bank for the total of such withdrawals? 

While the Texas authorities appear to 
hold against the necessity for an in- 
vestigation in such circumstances, at- 
tention should be called by tellers to the 
executives of the bank, and, if inquiry | 
should reveal that withdrawals are for | 
individual use, future withdrawals of | 
such character should be prevented. 

Those states which have adopted the | 
Uniform Fiduciary Act have dealt with | 
this question in section 9: | 

“Tf a fiduciary makes a deposit in a | 
bank to his personal credit of checks | 
drawn by him upon an account in his | 
own name as fiduciary, or of checks | 
payable to him as fiduciary, or of checks | 
drawn by him upon an account in the | 
name of his principal if he is empowered | 
to draw checks thereon, or of checks 
payable to his principal and endorsed by 
him, if he is empowered to endorse such 
checks, or if he otherwise makes a de- 
posit of funds held by him as fiduciary, 
the bank receiving such deposit is not 
bound to inquire whether the fiduciary 
is committing thereby a breach of his 
obligation as fiduciary; and the bank is 


authorized to pay the amount of the} 
deposit or any part thereof upon the | 
personal check of the fiduciary without | 


being liable to the principal, unless the 
bank receives the deposit or pays the 


check with actual knowledge that the | 
fiduciary is committing a breach of his | 
obligation as fiduciary in making such | 
deposit or in drawing such checks, or | 
with knowledge of such facts that its | 
action in receiving the deposit or paying | 


the check amounts to bad faith.” 


$225 

fora 
Million Dollar 

Bank 


The cost of our service is 
not high. We can make a 
cost analysis for a small 
bank for as low as $190, 
and for approximately $225 
we can provide a cost an- 
alysis for a million dollar 
bank. 


Hundreds of banks that 
we have served will testify 
to the value of the work we 


have done for them. 


If you will write us that 
you are interested in a cost 
analysis for your bank, we 
will be happy to outline 
exactly what we believe 
we can do for you — and 


how much it will cost you. 


E. S. WOOLLEY & Co. 


70 Wall Street, New York 
National Press Bldg., Washington 


120 S. LaSalle Street, Chicago 
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Public Relations 


Reselling Thrift 


— the new theory that what 
the country needs today is an 
“economy of plenty,” there can be no 
substitute for thrift, and it is both the 
obligation and opportunity of savings 
bankers to see that the recognition al- 
ways before given to this basic prin- 
ciple be continued, Bernard Vogelsang 
of the Bank of America National Trust 
and Savings Association told the sav- 
ings bank conference of the American 
Institute of Banking. 

Now that thrift is under heavy fire, 
it is important, he said, not only to use 
aggressive measures to combat the 
dangers inherent in such an assault, but 
to develop practical, sound plans and 
ideas by means of which savers can 
benefit to the fullest possible extent by 
the exercise of prudence in preparing 
for the inevitable rainy day. Individual 
banks, clearinghouse associations and 
other cooperative groups must use 
every avenue of publicity to prove the 
fallacy of the new thinking, and hand in 
hand with this public relations work 
there must be the less spectacular but 
no less effective work of helping individ- 


uals to start right and to keep on the 
right path with savings plans fitted to 
their pocketbooks. 

Schools are a fertile field for the in- 
culcation of savings ideas. Children are 
the future earners of every community; 
if they are taught the value of thrift, 
and induced to start a systematic sav- 
ings plan on a small scale, the habit will 
cling through life, having at the same 
time an effect on the parents. The school 
savings idea was conceived many years 
ago by Dr. A. H. Giannini, and it is 
undoubtedly due in no small measure to 
the soundness of his plan that San 


Francisco banks have so large a per- 
centage of savings deposits and that 
there has been comparatively little dis- 
tress among home owners in the dis- 
trict. 

It is relatively easy to get a new 
thrift account; the problem is to main- 
tain interest in its growth and develop- 
ment, and it is to this problem that 
bankers should address themselves with 
increasing attention. The greatest de- 
terrent to regular consistent savings is 
the attack on thrift as an enemy to 
recovery, and concerted, organized 
efforts by banks, plus more attention to 
the promotion of the best thrift inter- 
ests of the individual depositors, offer 
the only sound solution. 


Public Education 


A. CHAMBLISS, assistant vice- 

* president of the Fidelity Union 
Trust Company, Newark, New Jersey, 
told the business development con- 
ference of the A.I.B. in Washington that 
the public is anxious to know something 
about the problems of banking and that 
an enlightened public means a more 
sympathetic one. 


PUBLIC SPEAKING 


A. P. Giannini congratulates Ralph T. Keithley of Los Angeles, who 
won the A.I.B. National Public Speaking Contest sponsored by the 
A. P. Giannini Educational Endowment 


The individual bank accomplishes 
this result both by advertising and pub- 
licity. Newspapers are always glad to 
cooperate in the education of their 
readers to a better understanding of 
banking, and any bank or clearinghouse 
association which neglects to work with 
the press is overlooking a valuable 
opportunity. 

In Newark, the Clearing House Asso- 
ciation clears all news pertaining to its 
member banks through Mr. Chambliss, 
with the result that the press knows 
where to come for information and 
renders 100 per cent cooperation. 

The plan recently formulated by 
the Financial Advertisers Association 
is of interest in this connection. 

There are advantages to banks in co- 
operating in their publicity efforts, as 
is evidenced by the splendid coopera- 
tion given by the New Jersey news- 
papers in the publication of banking 
news, but it is important to remember 
that any story must have news value 
and that it is always the newspaper’s 
place to determine this important point. 

The day is past, Mr. Chambliss said, 
when banks can surround themselves 
with a wall that shuts off the press. It 
is important that every effort be made 
to educate the public to the essentials 
of sound finance, and there is no better 
way of doing this than through coop- 
eration with the press and face-to-face 
discussions with the public through 
talks before clubs, fraternal organiza- 
tions, schools and other public gather- 
ings. A gifted speaker on banking sub- 
jects is a real asset to every bank. 
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Bank Earnings 


(CONTINUED FROM PAGE 22) 

most. More than half the construction 
undertakings fostered by the adminis- 
tration are Federal projects. Some, if not 
most, of these require the services of 
contractors who must be financed. Non- 
Federal projects will almost invariably 
require some degree of bank financing. 
On June 7, $1,044,000,000 of the Federal 
projects and $560,000,000 of the non- 
Federal projects were actually in active 
development or covered by contracts. 
What business banks can secure in ad- 
vances to contractors for these various 
under‘ akings is a matter of local ar- 
rangement and enterprise. With hun- 
dreds of millions of dollars being thus 
spent, however, the opportunities ought 
to be good; and not the least of its 
merits is that this business is scattered. 

There is another and in some respects 
larger phase of the matter which merits 
the attention of the banks. Aside from a 


comparatively small portion of the allot- 
ment of Government funds in the way of 
grants in special cases, the vast con- 
struction program is to be financed by 
loans to states, municipalities, counties 
and in some cases to special corpora- 
tions such as those for slum clearance 
and housing. These loans are evidenced 
by the bonds of the public or private 
corporations concerned. Under the law 
the bonds carry 4 per cent interest. 
They are accepted by the Federal 
authorities at par, but they will be 
turned over to banks or other private 
buyers, to the highest bidder, at any 
point above par. In the absence of a 
higher bid one dollar would deliver a 
million dollar issue to private interests 
instead of to the Government. 

There are around 1,700 separate non- 
Federal projects in the allotments made 
by the P.W.A., representing almost as 
many state, municipal or county organi- 
zations ranging in amount from a few 
thousand dollars to as high as $37,000,- 
000. Each allotment represents a bond 


issue. Each issue stands on its own mer- 
its without Government guaranty, but 
among them are many sound, substan- 
tial investments even in these days of 
varying state and municipal credit. 
From time to time as the actual expen- 
ditures of the administration get under 
way and the advancement of projects 
warrants action such issues will be 
offered at public sale by the public 
works administrator. 

Moreover, the states, counties and 
municipalities concerned have the op- 
tion of financing public works, started 
under P.W.A. control, by private sale 
of their bonds. Up to June 1 the 
financing of more than 200 projects 
involving over $31,000,000 had been 
switched from the Federal Govern- 
ment to private interests. All such 
financing is a matter of local arrange- 
ment and local initiative. The Washing- 
ton authorities have inaugurated the 
enterprises and are ready to finance 
them, but they welcome the coopera- 
tion of banks and other private interests. 


The Foreign Trade Problem 


Trade Balances 


Months of activity among the statis- 
ticians of the Treasury and Commerce 
departments in Washington have en- 
abled George N. Peek, special adviser 
to the President on foreign trade, to 
report that as a result of the foreign 
trade of the United States in the past 
38 years this country has sold goods to 
other nations in the amount of more 
than $22,000,000,000 for which it has 
not been paid; intergovernmental war 
debts account for about half of the total. 
This is a discovery made by some ob- 
servers many months ago. As a brief 
for the contention that the United 
States must balance its exports by cor- 
responding imports if it would have pay 
for what it sells abroad, the argument is 
sound but it does not go far enough. As 


The adjournment of Congress accentu- 

ates the fact that many problems raised 

during its two sessions remain for the 
74th Congress to settle 


a creditor nation the United States must 
import more than it exports if it expects 
to be paid for the latter and for the use 
of the many billions of dollars it has ex- 
ported since the World War. 


Tariff Reciprocity 


The Reciprocal Tariff Act is now law 
and the declaration comes from Wash- 
ington that negotiations are to start at 


once. The real fun will start when im- 
port duties are reduced on the products 
of the districts of some of the legislators 
who voted for the act. General Winfield 
Scott Hancock was not so far wrong 
when he declared that the tariff was a 
local issue. At all events the tariff on a 
specific product is a local issue in the 
districts where such product is pro- 
duced. The tariff has been an unsettled 
issue ever since the 1790's. 


KEYSTONE 
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Sales Job for Business 


F business is to have its day in courtit 

must resell itself to the public, said 
Allyn B. McIntire, president of the 
Association of National Advertisers, 
Inc., in an address before the American 
Association of Advertising Agencies at 
Washington. 

To accomplish this task, in Mr. 
McIntire’s opinion, business must pro- 
mote honesty in all manufacturing, 
promote better understanding and 


cooperation between producer and 
consumer and between business and 
government, promote “sound and dem- 
ocratic legislation, opposing all forms of 
bureaucracy in government, and favor- 
ing that which will protect both the 
consumer and business’, and it must 
promote confidence in advertising. 

All these points, he believed, could be 
helped immeasurably by advertising 
business to the public. 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL 


MorTors 


ACCEPTANCE CORPORATION 


Executive Office -- BRoADWAY at 57TH STREET ~- New York, N. Y. 


OFFICES IN PRINCIPAL CITIES 


oS. CULCE 


“We can’t do the job with one or a 
dozen double trucks in four colors,” 
Mr. McIntire said. “It’s far bigger than 
that. We’ve got to change our concept.” 

Advocating less emphasis on the prod- 
uct and more on the business itself, he 
asserted that what the public does not 
know is the organization behind the 
product. There is an esprit de corps, an 
honest pride in every decent business 
organization, a pride of craftsmanship 
and an earnest desire to turn out a 
product worthy of the faith of the con- 
sumers. That, said the speaker, is the 
story to tell the consumers. 

“Business is a public servant,” he 
continued. “It should be translated in 
that light. Truthful information about 
an organization is, I believe, far more 
effective than the sledge-hammer meth- 
ods of glorifying the product to the 
point where it becomes ridiculous. 

“We have been letting the product 
occupy the whole stage. We have taken 
it and magnified it far beyond its place. 
The spotlight has been wholly trained 
upon it. Now we must create a back- 
drop of understanding in the public 
mind against which the product adver- 
tised may be projected.” 


CONSUMER AND GOVERNMENT 


MR. McINTIRE gave two reasons why 
business must interpret its organization 
intelligently to the public. The first was 
to sell the product, the other to “save 
business from the cockpit of politics.” 
Government even now, he asserted, 
“holds the power of life and death over 
many businesses.” 

“To whom is the Government re- 
sponsible? To the consumer-voter, to 
the public. It is the public who turns 
thumbs up or thumbs down. It is the 
public which is the judge and jury. Our 
potential customers are the men and 
women who make up the minds of the 
legislators. 

“We don’t want propaganda of the 
backstairs kind. That’s out. We don’t 
need it. Any honest business—and may 
I reiterate my belief in the honesty of 
business—is turning out a product 
which is of service to society. It has 
nothing to be ashamed of. It has a lot to 
be proud of. There is a story before our 
very eyes which the public will be glad 
to read. If that story is honestly, 
truthfully told, the public will have 
faith in the product and buy. Further- 
more, they will be quick to defend their 
economic servant.” 
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The Salter Forecast on China 


i Sir Arthur Salter’s report to the 
Chinese Government, made in his 
capacity as economic adviser to the 
Nanking authorities, he states that in 
China there is “perhaps a greater 
opportunity for capital resources to be 
productively and beneficially employed 
than is to be found in any other great 
country.” 

Because China’s currency is silver, 
her part in the world depression did not 
come until the winter of 1931-1932, 
after England, India and Japan had 
gone off gold. Up to that late date, 
prices in China were actually rising, 
because silver had depreciated more in 
terms of gold than gold had appreci- 
ated in terms of other commodities. 
But with internal political troubles and 
foreign complications, China, at the 
time her depression did start, was in a 
position to suffer in rapid stages the 
dislocations already common to other 
countries. 

The rise in the world price of silver, 
it is pointed out, has had an injurious 
effect on China’s position. “The princi- 
pal factor is America’s silver policy. 
It seems important, therefore, that 
China should make her position clear to 
the Government of that country.” 

In another part of the report the 
misconceptions of silverites are even 
more distinctly explained. “In 1930 and 
1931, the movement of the price of 
silver was exactly that which the silver 
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40 
FRANCE WANTS 
GUARANTEED 


BROWN IN THE NEW YORK HERALD TRIBUNE 


advocate urges is disadvantageous to 
China; in 1932 and 1933 the conditions 
were exactly those which he urges 
should benefit her. In fact, China 
escaped the world depression in the 
first period, and has fallen deeply into 
it during the second.” 

China, furthermore, must take steps 
in the direction of raising more of the 
food she consumes, in order to halt and 
reverse her increasingly unfavorable 


balance of trade. She must increase her 
exports. And she must attract foreign 
capital. “Industrialization should pro- 
ceed gradually and on the foundation of 
her domestic market. Lighter industries 
are in general preferable to the heavier 
industries (apart from the ‘ extractive’), 
and the progress of these lighter in- 
dustries in recent years is the most 
promising economic development in 
China,” says the British economist. 
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Jay Cooke 


William Gibbs McAdoo 


KEYSTONE PHOTOS 


Andrew W. Mellon 


Financing the Treasury: 1863 and 1934 


facility with which funds are 
now obtained at Washington has 
become part of the national routine. 
Weekly sales of a hundred millions or 
so of Treasury notes at infinitesimal 
yield rates receive minor mention in the 
newspapers. More space is given to such 
operations as the Liberty refunding and 
the recent offering of bonds and notes, 
but success is taken for granted and 
only the extent of the oversubscription 
is open to conjecture. A single an- 
nouncement by the Treasury of its 
$800,000,000 June 15 financing was 


sufficient to bring applications totaling 
about $7,000,000,000. 

In the midst of plenty it is interesting 
to recall a time when the Midas Touch 
of Secretaries McAdoo, Mellon, Mills 
and Morgenthau was not, so to speak, a 
piece of departmental equipment at the 
Treasury and when a _ hard-driven, 
despairing Secretary wrestled with prob- 
lems unadapted to dextrous solution. 
Salmon P. Chase of the Lincoln Cabinet 
encountered enormous handicaps in 
financing the Government through the 
war between the states and several 


Well qualified .... 


with every facility for handling the 


business of out-of-town banks or 


bankers. Your account is invited. 


OCrry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 South LaSalle Street 


times seemed on the verge of failure, 
though, thanks to the aid of a banker, 
the North’s needs were met. 

The story of the famous “Five- 
Twenty” Civil War Loan is a reminder 
of some very lean years at Washington. 
It is also a memorable example of the 
service rendered government by bank- 
ing, through an individual, in a time of 
emergency, and it is a tribute to Jay 
Cooke. 

The late months of 1862 saw Union 
affairs at a crisis. The North’s military 
fortunes were scraping bottom. Con- 
gress earlier in the year had suspended 
specie payments and authorized legal 
tender notes, with the result that gold 
soared to a large premium and Govern- 
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ment credit slumped. A half billion 
dollar issue of 6 per cent bonds, payable 
in not less than five nor more than 20 
years (hence the popular name “ Five- 
Twenties”), and purchasable with legal 
tenders, remained virtually unsold not- 
withstanding Chase’s persistent efforts 
to market the bonds in New York. 

Meanwhile, the banking house of 
Jay Cooke & Company in Philadelphia 
had risen rapidly to prominence. Cooke, 
as subscription agent for the issue of 
“Seven-Thirty” Treasury notes, had 
sold those securities in a popular cam- 
paign throughout the loyal states and 
had also disposed of some Five-Twen- 
ties. It was to him, therefore, that Chase 
turned in October, 1862, for aid in a 
more ambitious project. 

Cooke agreed to offer the Five- 
Twenties at par. It was not an enviable 
task, for it involved bolstering the 
spirit of the North, supporting Govern- 
ment securities in the open market and 
arousing public interest in the loan. But 
the banker pushed his campaign through 
with a whirlwind publicity drive that 
was not to be equalled until the Liberty 
Loan sales. 

So gigantic a program of advertising 
and education did Cooke promulgate 
that within a few months there was 
scarcely a hamlet in the northern states 
which did not know about the bonds. 
Stump speeches by the banker’s agents 
and solicitors, notices in cross-road 
stores and postoffices, newspaper adver- 
tisements and articles, and personal 
contacts with dignitaries in key posi- 
tions, both social and political, spread 
throughout the North the message of 
this super-salesman. 

Enlarging the plan of campaign 
followed so successfully with the Treas- 
ury notes, nine special agents and 2,500 


Henry Morgenthau, Jr. 


sub-agents traversed the countryside 
under Cooke’s direction, promoting the 
bonds with bank presidents and deposi- 
tors, storekeepers and factory workers, 
brokers and farm laborers. Emphasis 
was placed on the fact that principal 
and interest of the bonds were to be 
paid in gold and the people, rather than 
their bankers, were urged to own the 
national debt. 

The results were considered remark- 
able. By the end of March, 1863, the 
Loan Office was recording subscriptions 
at the rate of $1,000,000 a day and, 
when the fiscal year ended, proceeds 
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totaled $175,000,000. Subscriptions had 
been scheduled to close July 1, but so 
strong was the public response that an 
extension was granted. 

On January 24, 1864, Chase tele- 
graphed to his agents that the loan 
was closed. Sales by all agencies, in- 
cluding the federal sub-treasuries, to- 
taled $511,000,000 and special Con- 
gressional sanction was necessary to 
cover the over-subscription. The popu- 
lar agencies alone disposed of about 
$362,000,000 in bonds at a cost to the 
Government of three-eighths of one 
per cent. 
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The Boundary Between Government and Banking 


(CONTINUED FROM PAGE 25) 
central banks of Europe, only the Bank 
of Russia, founded in 1860, in the reign 
of Alexander II, by the absorption of 
a group of private banking firms was 
successful under government ownership. 
Special provisions in its charter pro- 
vided for placing depositors’ funds be- 
yond the reach of government necessi- 
ties, and its independence of the Crown 
was rigidly maintained, even in time 
of war. 

With the passage of the reform acts 
in England and the progress of liberal 
movements on the continent, the es- 
teem in which governments were held 
by their respective peoples grew apace. 
Gross abuses of arbitrary power contin- 
ued but became less common. Greater 
safeguards were thrown about the lives 
and property of peaceful citizens en- 
gaged in trade. Thus a plan for giving 
greater economic powers to the state 
had possibilities of public support that 
would have been lacking in earlier eras. 

When in 1847, therefore, Karl Marx 
and Friedrich Engels proclaimed in 
England their famous Communist Man- 
ifesto, a sort of political platform of the 
Communist party which contained a 
provision for a national bank with 
state capital and an exclusive monopoly 
as a means of centralizing all credit in 
the hands of the state, the idea was not 
regarded as entirely fantastic. To be 
sure, the proposal for such control of 


banking was not based upon a wide- 
spread breakdown of the contemporary 
financial system that cried for reform. 
The scheme had an entirely different 
genesis. 

Government banking was but one of 
ten major measures, proposed by Marx, 
looking toward an increase of power in 
the hands of the workers. Only a narrow 
view could call it a plan for banking re- 
form. It was a great scheme for remak- 
ing the world. 

Of the various criticisms of the plans 
of Marx, the one most difficult for him 
to meet was the charge that many of 
the features of the new scheme had al- 
ready been tried by society and found 
wanting. Communist experiments were 
not unknown in 1847. Both the Ply- 
mouth and Jamestown colonies in 
America were founded on communistic 
principles and both had failed miserably 
until these principles were abandoned. 

After the unsuccessful experience of 
the Federal Government with banking, 
many states in America opened banks 
under their exclusive ownership and 
control. These left a record by no means 
enviable. 

In the period prior to the Civil War, a 
veritable mania for banks owned by the 
state had enveloped the South and had 
spread into the North and West. One 
of the first states to adopt the plan was 
Kentucky, which founded a bank of 
which it was exclusive owner and man- 


ager in 1820. The state of Alabama 
founded a bank in the same year, sub- 
scribing the entire capital stock. Mis- 
sissippi founded a bank in 1838, provid- 
ing the capital by a bond issue. The 
Union Bank of Florida was founded in 
1833, assisted by an issue of state bonds, 
the State Bank of Illinois was estab- 
lished in 1821, the Union Bank of 
Louisiana in 1832, and Georgia, Ver- 
mont, Missouri, Delaware, North Car- 
olina, South Carolina and Indiana all 
established banks owned in whole or in 
part by the state governments during 
this period. 

Of this entire lot of political banking 
institutions, only the State Bank of 
Indiana succeeded. The story of the 
remainder is a record of repudiation, 
failure, fraud and political intrigue 
ending in final abandonment of the 
scheme. The failure of the Bank of the 
Commonwealth of Kentucky, after its 
notes had fallen to 62) cents on the 
dollar, all but ended in bloodshed and 
revolution. The failure of the Bank of 
the State of Alabama carried down the 
entire credit structure of the state. 
Upon the failure of the Union Bank of 
Mississippi, the state repudiated the 
bonds which had been issued to start it 
and never redeemed them. The direc- 
tors of the Florida bank made an as- 
signment. Only the State Bank of 
Indiana was a success, and its success 
was not so pronounced as to prevent 
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the legislature from passing a law in 
1851 reading “‘the State shall not be a 
Stockholder in any bank after the ex- 
piration of the present bank charter.” 

Take, for example, the case of the 
“Bank of the State of Alabama,” estab- 
lished in 1820. This bank, its entire 
capital furnished by the state, was 
founded on principles of which the most 
ardent advocate of government owner- 
ship today might well approve. Grasp- 
ing private control was completely 
eliminated. The president and board of 
directors of the bank were chosen by 
the legislature. Loans were apportioned 
among the counties of the state in 
proportion to their representation in the 
general assembly. The creators visioned 
an institution operated in a spirit of 
unselfish devotion to the interests of 
the state, its benefits shared by all. 
What happened? 


WHY IT FAILED 


THERE were, including the board of 
directors, between 60 and 70 men hold- 
ing high positions in the bank whose 
offices were elective. These positions 
became in great demand. Candidates 
won support by pledging themselves 
in advance to grant certain loans. Thus 
the loan portfolios of the bank soon 
filled with paper that could not enter on 
its merits. In 1832 a hotel keeper se- 
cured election to the board. His hotel 
did such a thriving business with those 
who sought his favor that in the elec- 
tion of 1834 no less than five hotel keep- 
ers appeared upon the board. And in 
the granting of loans, political influ- 
ence and intrigue prevailed. In 1837 an 
investigation disclosed $6,000,000 in 
worthless loans. Soon afterward the 
bank collapsed, and so closely was it 
allied to the interests of the common- 
wealth that the entire credit structure 
of the state fell in ruins. The legislature 
hastily convened. It voted a loan of 
$5,000,000, which was later increased 
to $7,500,000. But it was too late. In 
1845 the bank went out of business. 
And a provision in the state constitu- 
tion adopted by the people a few years 
later read: “‘The state shall not be a 
stockholder in any bank, nor shall the 
credit of the state ever be given or 
loaned to any banking company or 
association or corporation.” 

The factors that contributed to the 
downfall of this bank are not obscure. 
They exist wherever individual re- 
sponsibility as a rule of management 
is lacking. The bank was not the 
lengthened shadow of some individual 
who by the toil of a lifetime had made 


EUROPEAR 


WALL STREET. There is talk of Government and Banking 


it into a sound and well paying prop- 
erty. It was a political plum. It could 
be brought under the control of men 
who had contributed nothing to its up- 
building and who might, at the turn of 
a popular election, be separated from 
it. Such conditions are not those under 
which sound banking flourishes. And, 
as we have seen, the record of other 
states in this period of government 
banking closely parallels that of the 
state of Alabama. 

We are living in an age in which 
blindness to the lessons of experience is 
counted as a kind of virtue. Our willing- 
ness to espouse causes and measures 
of dubious ancestry is regarded as a 
test of our devotion to the public 
interest. To rush into a proposed plan 
without giving consideration to its 
defects and unmindful of its failures is 
taken as evidence of a liberal spirit. 

Only in a state of mind such as this 


can the proposal for government owner- 
ship of banks receive serious considera- 
tion. Government banking is an idea 
that has met with favor in past genera- 
tions, has been tried, found impractical 
and abandoned. It is not a plan to 
which serious minded men and women 
seeking to build a new economic order 
free from the defects of the past can 
wholeheartedly lend their support. It 
is not a fresh idea created by our en- 
lightened generation as a solution of 
problems that baffled our forefathers. 
Past generations knew it well and out 
of bitter experience learned its short- 
comings. That it is a lofty conception 
that lends itself to political exploitation 
may be admitted. But that it offers us 
a better system of banking than we 
have now is unsupported by the evi- 
dence. The experience of the past rises 
to denounce it. It is a backward step, 
not a forward one. 
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The Changing Structure of 


American Banking 


OTH the control and structure of 
banking in the United States 
have been undergoing basic and 

far-reaching modifications within the 
past decade. The rise and decline of the 
security affiliates, the rapid growth of 
bank mergers and consolidations, the 
development of a marked tendeacy to- 
ward branch banking, the phenomenal 
expansion of investment banking prior 
to 1929, the growth and decline of inter- 
national trade financing by American 
banks, as well as other changes in the 
country’s banking system, emphasize 
the great importance to bankers of read- 
ing and following the most authentic 
and reliable literature on this subject. It 
is desirable to know just how the 
changes at home are viewed by bankers 
and economists in other countries where 
much older banking systems are in oper- 
ation. 

An important contribution to current 
banking discussion is made by Dr. R. 
W. Goldschmidt in The Changing Struc- 
ture of American Banking (Routledge, 
London, 1933). Professor Goldschmidt, 
a German by birth and training, is now 
teaching in a leading state university in 
the middle west. His observations are 
particularly important at this time be- 
cause of his wide experience in banking 
and economics. According to Dr. Gold- 
schmidt, the changes in our banking 
system during the past decade are 
“startling indeed and little known out- 
side the United States.” One might well 
add that far too little is known of them 
within the United States. 

The book is intended to present in 
outline form the changing structure of 
American banking. This discussion in- 
cludes such topics as the growth of time 
deposits, the large expansion of mort- 
gage or real estate loans, increase in 
loans on securities, the relative increase 
of investments as an essential part of 
bank portfolios, the rise of department 
store banking, concentration of bank- 
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Mr. Chapman Discusses a German Book 
on American Banking Change, a Study 
in Nationalism and a Book on Business 


Organization 


ing, the growth of branch banking, bank 
failures and suggestions for banking re- 
form. These various phases of banking 
have been treated in a very successful 
manner, and Dr. Goldschmidt’s discus- 
sion is especially important because it 
represents the observations and conclu- 
sions of an able foreign critic. 

There are a few minor errors in the 
book which might have been easily 
avoided by one more familiar with the 
legal details of our banking system. For 
example, the author says, “American 
banks could not enter the field of ac- 
cepting foreign trade bills before the 
creation of the Federal Reserve Sys- 
tem.” This was true of national banks 
but certainly not as regards all state 
banks. Again, he says that the Banking 
Act of 1933 made the “separation of 
ownership and management of parent 
bank and security affiliate within two 
years mandatory.” The law specified 
one year, not two. That such errors 
should creep into a study of this kind by 
a foreign student is not surprising when 
we recall that we have many different 
state banking laws and that these, as 
well as the provisions of the National 
Bank Act, are being amended from time 
to time. 

Of especial importance to the reader 
are these reasons given by Dr. Gold- 
schmidt to explain the vulnerability of 
the American banking system: (1) No 
safeguards against excessive expansion 
of credit, (2) existence of 49 different 
banking systems leading to laxity in 
management and supervision, (3) legal 


barriers to the development of branch 
banking, (4) excessive use of bank credit 
in financing real estate, (5) close rela- 
tionship between commercial banks and 
security affiliates and the difficulties of 
commercial banks’ getting into invest- 
ment banking and (6) the diminishing 
réle of the commercial bank in our 
banking system as a whole. 

To overcome these defects Dr. Gold- 
schmidt advocates branch banking but 
not on a national basis, feeling that the 
territory of the United States is too 
large for a few banks to cover the entire 
country. He also recommends the segre- 
gation of assets based upon time and 
demand deposits, and in this connection 
offers an interesting suggestion for the 
proper diversification of the bank 
portfolio worked out on a percentage 
basis, the diversification of bank port- 
folios and the elimination of unit banks 
which are too small to carry on a well 
diversified commercial banking busi- 
ness. 

Kemper Simpson, former member of 
the faculties of Johns Hopkins and 
Princeton Universities and former econ- 
omist of the United States Department 
of Commerce, the Tariff Commission 
and the Federal Trade Commission, 
presents a challenge to nationalism in 
his recent book, Introduction to World 
Economics (Harper & Brothers, New 
York). The author “attempts to answer 
the question whether any nation of the 
world today can, independently of 
other nations, effect its own national re- 
covery.” 
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When the 73rd Congress adjourned 
sine die there was the traditional 
closing program. It was a Congress 
which will long be mentioned in the 
literature of economics 


As a basis for his conclusions he has 
made a brief survey of the recent eco- 
nomic and financial changes and exist- 
ing conditions in the United States, 
England, France and Germany, and has 
undertaken to show how the economic 
systems of these countries “hang to- 
gether.”’ Mr. Simpson feels that “most 
economists have built their systems al- 
most entirely from the data of one na- 
tional economy.” He clearly and defi- 
nitely rejects economic nationalism 
when he says that “after long and pa- 
tient research, we find ourselves more 
convinced than ever of our earlier pre- 
monition as to the futility of economic 
nationalism.” 

After a careful study of the various 
price factors in these countries, which 
show the marked interdependence of 
the different price levels, the author ar- 
rives at the general conclusion that it 
would be useless for one country to 
undertake to stabilize its price level in- 
dependently of other countries. The 
several price factors should, according 
to Mr. Simpson, be allowed to work 
themselves out gradually without inter- 
ference of a political nature. He says: 

“The American price level, we con- 
tend, should have been allowed to rise 
immediately after the World War, as 
the United States should have been 
willing to take debt payments in goods, 
and later to fall naturally as other price 
levels were falling. The false stimulation 
given security and commodity markets 
in 1924 and 1927 by Reserve policy and 
political interference had to be paid for 
after 1929. Neither the Swedish nor 
American experience is convincing.” 
“Changes in the commodity price level 


cannot be explained by currency factors 
alone: production and business confi- 
dence, or the lack of it, are just as im- 
portant price influences as the quantity 
of different kinds of money used.” 

A further contention is made that 
every country attempting to manage 
its price level independently will find 
that other countries will resort to cur- 
rency manipulation, or erect tariff 
barriers or foreign exchange control as a 
matter of self-protection. “Every na- 
tional price level tends to move with 
other national price levels.” 

Protective tariffs are denounced as 
means for economic recovery. The 
author advocates a gradual elimination 
of tariff walls in order that there may be 
a normal flow of goods in international 
trade. Specifically he recommends “a 
general agreement to reduce all tariffs 
by 10 per cent the first year, 10 per 
cent the second year, and 20 per cent 
the third year” as a means of reducing 
costs of inefficient industry. 

The book is clearly written and spe- 
cially emphasizes the importance of in- 
ternational cooperation. It is, as it is in- 
tended to be, only an introduction to 
the whole subject of economic interna- 
tionalism. It should open up for many 
financial readers a subject which is not 
new but which will have an important 
place in the financial problems of future 
bankers of this country. Those who are 
concerned primarily with economic re- 
covery will be interested in the con- 
clusion of Mr. Simpson that recovery is 
impossible for one country alone. 

Professor Richard N. Owens in Busi- 
ness Organization and Combination 
(Prentice-Hall, Inc., New York) has 


given us a valuable and an up-to-date 
discussion of the various types of busi- 
ness organizations in this country. The 
book is divided into five parts dealing 
respectively with non-corporate forms 
of organizations, corporations, indus- 
trial combinations, methods of combi- 
nation and regulation of combinations. 
It deals with holding companies, in- 
vestment trusts, pools, the joint stock 
company, Federal anti-trust legislation, 
Federal Trade Commission, trade asso- 
ciations, gentlemen’s agreements, the 
duties of stockholders and directors, the 
national recovery act and many other 
phases of business organization. 

The book is clearly written and con- 
tains a vast amount of information and 
material regarding the organization, 
control and operation of the many dif- 
ferent types of business organizations in 
this country. A knowledge of the con- 
tents of this volume will prove valuable 
to the banker or credit man since it 
should render easier the analysis of the 
reports of such corporations. The 
banker and student of banking should 
find the chapters dealing with the 
holding company, investment trusts, 
trade associations, the economics of 
combination and the national recovery 
act especially helpful in studying the 
nature and organization of the banking 
system, with its many changing aspects 
of the present time. The volume is an 
important contribution toward the 
better understanding of both non-cor- 
porate and corporate organizations and 
contains much material of a legal nature 
that will be of great assistance to the 
business man, banker and student of 
business organization and management. 
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NEWS FOR REPORTERS 


N. R. A. started its second year on June 16 with several 
matters of policy not yet clearly defined 


Postage Expense 


To the JOURNAL: 


A& a bank employee I have noticed one 
expense which, to my mind, can be 
cut down considerably. This is the post- 
age item. 

For example, why should banks pay 
the postage to acknowledge mail de- 
posits? The bank has its banking hours 
and has receiving tellers on duty to re- 
ceive deposits. If the customers should 
see fit to make deposits in a way other 
than that provided, they should stand 
the cost. It would mean a great saving 
of time and money if every depositor 
mailing a deposit were to enclose a 
duplicate ticket and a stamped self-ad- 
dressed envelope. 

As “great oaks from little acorns 
grow,” so do many hundred postage 
items mount to a huge sum. The ac- 
knowledgment cost as outlined above is 
usually unnecessary. 

There are many other mailing charges 
assumed by the banks which should be 
paid by the customers and, I believe, a 
universal analysis of postage costs and 
divorcement of all which should not be 
assumed by the bank would mean a tre- 
mendous saving. 

Many banks with savings depart- 
ments, and also savings banks, still use 
such cumbersome passbooks that, when 
mailed, they require extra postage. It 
would be an easy thing to simplify their 
passbooks and cut postage expenses at 


the same ume. It should be done. 
Few savings banks of any size would 
have less than 100 books to mail in a 
day. This small item would pay the 
salary of a clerk or would pay the 3 per 
cent dividend on $30,000 of deposits. 
Dana V. HUMPHREY 
Lynn, Mass. 
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Cost Analysis 
Short-Cut 


To the JouRNAL: 


r connection with the table devised 
by Mr. R. M. Long and illustrated 
on page 74 of the May JouRNAL, may I 
submit to you an idea for a further 
table? 

Most analysis forms provide for the 
deduction from collected balances of a 
certain percentage of reserve to arrive at 
the loanable balance. It would seem 
that one step of calculation could be 
saved if the table of income were based 
on the collected balance. 

A table that I use has a 15 per cent 
reserve deduction and, of course, differ- 
ent figures would have to be set up for 
any other percentage. Let us take for 
example a collected balance of $1,000. 
The loanable balance using a 15 per cent 
reserve deduction would be $850, and 
the 4 per cent per annum income on the 
above amount would be $2.83. If by 
looking at the table you can find that 
$2.83 is the income on a collected bal- 
ance of $1,000, it is not necessary 
to go through the actual calculation of a 
reserve deduction. 

R. G. BAUMBUSCH 
Assistant Cashier 
Fallkill National Bank and Trust Com- 
pany, Poughkeepsie, N. Y. 


Bond Market Risks 


R. LIONEL D. EDIE, in his dis- 
cussion of the bond market before 
the Financial Advertisers Association 
in New York, called attention to the 
fact that the country is in the midst of a 
rousing bull market in high grade bonds. 
Yield values, he said, are at their 
lowest point in two decades and the 
bond market is in what might be called 
the “top third’, where it is the most 
risky from the standpoint of long term 
commitments. 

The gold situation has provided the 
impetus for the sharp run-up in the 
market value of these securities. Gold 
imports of about $700,000,000 have 
materially increased the reserves of 
member banks of the Federal Reserve 
System. The element of risk comes from 
the possibility of gold exports, which 
are bound to have an adverse effect on 
bond prices. 


There has been heavy speculative 
buying of Government bonds, in addi- 
tion to a demand from investors because 
of their desire for tax-exempt securities, 
while the Administration’s threat to 
make future issues taxable has been a 
third factor in the stampede to buy old 
issues. 

High prices for bonds, Dr. Edie 
pointed out, represented a trend dis- 
tinctly opposed to high commodity 
prices. 

Those who buy highest grade bonds 
in confidence that they cannot lose ig- 
nore abundant precedents. Between 
1899 and 1920, according to Dr. Edie, 
the investment of $1,000,000 in highest 
grade bonds would have netted a loss of 
about 25 per cent. Extreme speculation 
in so-called riskless investments or spec- 
ulating on yield values is not a safe 
practice. 


72 
a 
A 
U. & U. 
— 


AMERICAN BANKERS ASSOCIATION JOURNAL, July 1934 


The Trained Dog, Pat and Pig and William Tell 


Toy Banks 


a years ago archaeologists prob- 
ing the ruins of an ancient old- 
world city found what were unmistak- 
ably the toy banks used by youngsters 
so many centuries ago that the im- 
plications were rather startling. 

In this country, children’s banks dur- 
ing colonial times and for many years 
thereafter were made of pottery. In 
form they were usually a representation, 
more or less accurate, of a familiar 
animal—dog, pigeon, horse, cow, pig, 
buffalo. 

The later mechanical banks, made of 
cast iron, were safer depositories. They 
also carried greater appeal to the child’s 
imagination, for many of them were 
ingenious contraptions with moving 
parts that cleverly enticed and then held 
in safe-keeping the stray coins which 
straggled into the possession of their 
young owners. 

One of the best known is the famous 
“Pat and pig” bank. Pat, stoutly 
wrought in iron even to his sideburns 
and pipe, sits holding his fat porker, 
which appears quite capable of secreting 
an infinite number of pennies. The pig’s 
snout is on a level with Pat’s face. 
Place a coin on the snout, press a lever 
—up comes the porker’s foot, giving the 


coin a smart backward kick that sends 
it into Pat’s mouth, which has opened 
to receive it. 

Another well known type is the Wil- 
liam Tell bank. The famous Swiss, 
dressed in colorful costume, stands with 
crossbow in hand facing his son on 
whose head is the apple. Behind the lad 
is a castle with an open window. The 
penny is placed on the crossbow, a lever 
is pushed and William does the rest. 
The coin knocks down the apple and 
then zips into safe-keeping. 

The trained dog bank is also an ex- 
cellent penny-catcher. It uses a circus 
clown, hoop, a barrel and a small iron 
canine, the sequence of operation being 
as follows: the coin is placed in the 
mouth of the dog, which jumps, at the 
release of a spring, through the hoop 
held by the clown, dropping the coin 
through a slit in the barrel. 

Some banks are even more com- 
plicated. One rare type represents a 


negro mule driver who, between bites | 
from a watermelon, is presumably urg- 


ing his steed along a country lane. Be- 
hind a bush at the roadside lurks a little 
pickaninny. The penny is placed in the 
cart between the driver’s feet. Push the 
lever, and the boy moves from his hiding 
place, frightening the mule which rears 
and upsets the cart. The driver falls 
backward and the money rolls into a 


receptacle which has been placed under | 


the cart for just such an emergency. 


The Mule Driver bank, before and during deposit 


Largest and Leading 3 
Southern California 
Bank 


123 Branches in 
Southern California. 
Each Branch pre- 
senting the Strength 
of the whole Bank. 


ECURITY - FIRST 
NATIONAL BANK. 
OF LOS ANGELES 


Every Service, Savings, Com- 
mercial, Trust, which any 
Bank or Trust Company may 
legally offer to perform. 


Resources over $500,000,000 


Washington, ‘D. C. 
THE 


RALEIGH 
HOTEL 


12th Street and Penna. Ave., N.W. 


UNDER NEW MANAGEMENT 
Recently refurnished and redecorated. 430 
rooms mostly with tub and shower baths. Single 
rooms from $3.00, double from $4.50. Club 
breakfasts from 50c, luncheons from 60c, din- 
ners from $1.00. In addition to a la carte service 
and cafeteria. 

Two Blocks from Headquarters hotel for 
American Bankers Association Convention. 


We Invite Your Patronage 
E.C. OWEN, Manager National 3810 
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In CONGRESS, Juty-4.: 
She mani ions $6 dum mo States 


The Principle of Equality—Declaration of Independence 


Government 


HIS is by no means the first 
time in history that men and 
women have watched the 
_world go through a process 
something like changing its 
mind. It has happened occa- 

sionally before. 

Two hundred years ago difficult prob- 
lems weighed upon the nations. Then, 
much as today, social readjustments 
were the order and political upheavals 
commonplace. In the face of transitions 
and changes, certain eager minds sought 
satisfaction in simple truths. It was an 
era of enlightenment. 

In France, for instance, there labored 
Baron de Montesquieu, searching for 
the first principles and fundamentals of 
political economy. His treatise, “Spirit 
of Laws’’, testifies to his success. 

“Often have I begun,” he wrote of 
his work, “and as often have I laid 
aside this undertaking. . . . I have 
found the truth, only to lose it again. 
But when I first discovered my 
first principles, everything I sought for 
appeared, and in the course of twenty 
years I have seen my work begun, grow- 
ing up, advancing to maturity, and 
finished.” 

Montesquieu’s first principles are: 
love of equality, love of honor and dis- 
tinction, and fear. These are the forces 
from which histories of all nations flow 
as consequences and from which par- 
ticular cases always naturally follow. 
They are the passions which set govern- 
ments in motion. Love of equality is the 
spring of democracy, the republic; the 
conferring of special honors motivates 
monarchy, and fear is the basis of 
despotism. 

“Such are the principles of the three 


sorts of government: which does not _ 


imply that in a particular republic they 
actually are, but they ought to be, vir- 
tuous; nor does it prove that in a par- 
ticular monarchy they are actuated by 
honor, or in a particular despotic gov- 
ernment by fear; but that they ought 


to be directed by these principles; other- 
wise the government is imperfect.” 

Be it despotism or democracy, the 
author points out, a government perfect 
in its principles is one well managed and 
one easily comprehended. The more 
vigorous these principles are, the more 
fixed the government is; the more these 
are altered and corrupted, the more it 
tends to its destruction. 

In every government all positive 
laws ought to be in relation to the prin- 
ciple of that government. There are the 
laws of nations relating to mutual inter- 
course. There are the political laws with 
respect to governors and governed. 
There are the civil laws which are those 
of the individual members of society. 
And there are the commercial and the 
educational and many other laws. All 
are based on human reason and ex- 
perience. 

This reason and experience of a par- 
ticular people are indicated by the prin- 
ciple of government under which that 
people willingly desires to be governed. 
It furnishes a criterion in determining 
what laws the government of that peo- 
ple should adopt, preserve or abandon. 


The Principle of Mass Obedience—Modern Trend Toward Regimentation 


| The Principle of Individual Allegiance—Part of a Warrant of Knighthood | 
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Foreign 


Commerce 


R. CLAUDIUS T. MURCHISON, 
new director of the Bureau of For- 
eign and Domestic Commerce in the 
Department of Commerce, expressed 
the hope, on taking office recently, that 
“the present foreign trade crisis and the 
changes in foreign trade policies which 
seem impending will enable the bureau 
to improve greatly its range of useful- 
ness.” 

“More and more,” he stated, “it is 
becoming evident that the preservation 
of our export trade will be contingent 
largely upon our ability to cope suc- 
cessfully with special situations. We 
can no longer rely on what we have 
commonly called ‘the world market’ 
to take automatically a sufficient vol- 
ume of our commodities at fair prices. 


Forgery Exhibit 


—_—— exhibit prepared by the 
National Surety Corporation has 
been studied by thousands of bank em- 
ployees in New York City and later may 
be taken to banks in other cities. 

The display embraces approximately 
a million dollars in forged paper of 
various kinds, the individual items 
ranging in amount from less than $50 to 
a series of forgeries totaling nearly half 
a million dollars. Some are of the cruder, 
more familiar sort, but others are prod- 
ucts of “master minds” working 
either singly or in groups. Most of the 
checks are originals; others are in photo- 
static or facsimile form, enlarged for the 
sake of emphasis. 

Several exhibits, prominently mounted 
on large cards, depict chronologically, 
with the aid of brief reading matter, the 
steps by which a number of particularly 
notorious forgeries were executed. The 
professional forger’s equipment—ink, 
pens, acid and rubber stamps—is also 
illustrated, and there are pictures of 
elaborate printing and engraving estab- 
lishments that have turned out, on a 
large scale, bogus check forms, receipts 
and other paper. 

Visiting bank employees are reminded 
that out of every 100 forged and altered 
checks, 50 bear forged endorsements, 45 
have forged signatures, two have the 
payee’s name changed, on two the 


“Tt is probably correct to say that 
each country constitutes a special prob- 
lem, as does each basic commodity. 
This concept seems implicit in the tariff 
legislation whose passage will in all like- 
lihood call for a new type of foreign trade 
research and analysis. To such a call 
the bureau would expect to respond 
with all the facilities at its command.” 

In our complex economic system, 
Dr. Murchison asserted, “it is impossi- 
ble to shift from a highly individualistic, 
competitive behavior to one which is 
coordinated in character, without the 
guiding controls which rest upon com- 
prehensive, trustworthy data. 

“Effective and economic control of 
the type which is self-imposed by busi- 
ness men is necessarily conditioned by 
accurate economic measurement. Prop- 
erly adjusted production schedules, 
correct inventory positions, scientific 
price and wage policies, are all illustra- 
tive of the necessity for factual data.” 


amount has been revised and on one 
there has been a change of date and 
number. 

One impression gained from the ex- 
hibit is that the bank’s best police force 
in the endless campaign of forgery pre- 
vention is its own staff of employees. A 
vigilant, quick-witted personnel that 
knows the usual tricks of the forger’s 
trade and is constantly on the watch for 
new ones can reduce the likelihood of 
embarrassment and loss. 


Are You Inviting 
Bandit Raids ? 

You are if you have not installed 
modern hold-up equipment. The pat- 
ented Foot Units made by Padua can 
be made part of your system — or 

Padua can provide 
a complete new sys- 
tem. Wise bandits 
do not risk an at- 
tempt to beat the 
Lift of foot setsoff alarm Padua silent alarm. 
PADUA Hold-up Alarm Corporation 
129 Seneca Street Cohoes, N. Y. 


SHORT TERM NOTES 


Rates and maturities upon request 
Commercial Credit Company 
Baltimore 


Sales Office 
100 East 42nd Street, New York 


HISTORIC 


President Grant's strolls “up 
the Avenue” 
Willard are memorable . . . 
Leaders of today’s affairs 
find themselves again the 
center of National events at 
the modern Willard—modern 
in appointments—old in tradi- 
tion. 


to the old 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


Oke 
WILLARD HOTEL 


“Residence of Presidents” 
WASHINGTON, D. C. 
H. P. Somerville, Managing Director 


Washington 
Headquarters 


Bankers and financial leaders, 
called to the nation’s capital dur- 
ing the present banking and se- 
curities situation, are partial to the 
Hay-Adams House. 

The best in accommodations, loca- 
tion and smart surroundings are 
available at this distinctive down- 
town hotel. 


Write or wire for reservations 


HAY-ADAMS HOUSE 


LAFAYETTE PARK AT SIXTEENTH 


NATHAN SINROO,MGR. 


WASHINGTON , D.C. 
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The Value of News 
In Bank Advertising 


By I. I. SPERLING 


" OW should a bank advertise?”’ 
is a question that is per- 
ennially troublesome. Seldom 

has it been as perplexing as under 

today’s rapidly changing economic 
developments and unusual local con- 
ditions. 

In such times as these an effective 
way of advertising the bank may be 
found in keeping the public informed 
as to the industrial recovery or prog- 
ress of a community or in selling the 
community's distinctive industrial and 
economic advantages to the residents 
as well as the country at large, particu- 
larly the money centers. There is noth- 
ing especially new in this. Many 
banks have conducted such campaigns 
of selling their respective cities in 
times of prosperity. Others have 
contributed to cooperative advertising 
for the same purpose. 

Many cities are having their finan- 
cial troubles, and their officials are 
anxious that these difficulties shall not 
be exaggerated lest civic credit be 
damaged and future municipal bond 
issues suffer. Local banking situations 
in some places may also indicate that 
the best course for the remaining 
banks of a community is one that 
temporarily, at least, foregoes the urge 
to discuss banking and stresses instead 
the city’s stamina and recuperative 
powers in the wake of a depression. 

It is evident, too, that the individual 
bank should give its customers a basis 
for pride in their banking connection 
as well as furnish potential customers 
and the public with some convincing 
reasons for making a bank selection. 
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Mr. Sperling is assistant vice-president of the Cleveland 
Trust Company and first vice-president of the Financial 
Advertisers Association 


Banks, therefore, in using this civic 
type of copy, will find their advertis- 
ing efforts rewarded in proportion to 
the degree that they skilfully adapt 
the readability technique of the daily 
newspaper to their advertising uses. 

‘Next to reading matter’’ has al- 
ways been a space position coveted by 
advertisers. The notion that adver- 
tisements so placed share a reflected 
readability has resulted in some skil- 
ful but many dubious devices on the 
part of advertisers. Able advertisers, 
all too few, do not attempt to disguise 
their copy, but by incorporating news 
value produce a message that rivals in 
interest the news article it flanks. 


ADS WITH NEWS INTEREST 


OTHERS build their ads to look as 
much as possible like news matter, 
resenting even the legally necessary 
classification, ‘‘advt.’’, no matter how 
small the type in which this inscrip- 
tion appears. Subterfuge is always a 
doubtful practice. The resort to it has 
undoubtedly been among the causes of 
the current crusade in legislative halls, 
as well as among advertising men 
themselves, to ‘‘clean up advertising.”’ 

‘“Romanticizing’’ in copy has long 
been one of the moot questions in ad- 
vertising, but there is one point about 
which there can be no controversy— 
the nearer an advertisement approxi- 
mates a news article in interest, the 
more widely will it be read. This is 
perfectly applicable to financial adver- 
tising. 

The business man today is most eager 
to keep abreast of rapidly changing 


economic developments. He feels that 
he cannot have too many sources of 
such information. 

Banks are unable to introduce new 
services or new uses for old services as 
often as manufacturers can create and 
advertise new or improved products. 
But there is one function that is dis- 
tinctive to banking and entirely within 
its proper scope. 

An alert bank, in addition to per- 
forming its routine and technical 
duties of safeguarding deposits, mak- 
ing proper loans, carefully adminis- 
tering trusts, and the like, has a duty 
to be well informed on current busi- 
ness and economic developments and 
in turn to impart that knowledge to 
the community it serves. 

The discussion of such trends in 
financial advertising has proved effec- 
tive in creating an impression that is 
the greatest attainable asset. Subcon- 
sciously or consciously, the reader 
reasons thus: a well informed and 
public-spirited bank is an alert, pro- 
gressive bank, hence one that should 
be of value to alert business executives. 
The public may therefore rightly credit 
it with possession of a virtue which 
modesty and good taste forbid its 
claiming. 

The business analyses issued by some 
of the leading banks, which are later 
reprinted in the daily newspapers as 
news items, are illustrations of the 
value of successful, indirect advertis- 
ing of this type, in that they do not 
attempt to sell any specific banking 
service but do try to create the definite 
idea that a bank presenting so able a 


“Banks .. will find their advertising 
efforts rewarded in proportion to the 
degree that they skilfully adapt the 
readability technique of the daily news- 
paper to their advertising uses. .. An 
alert bank . . has a duty to be well in- 
formed on current business and eco- 
nomic developments and in turn to 
impart that knowledge to the com- 
munity it serves.”—The Author 


study of current developments must be 
a pretty capable institution and can 
be of value to its customers beyond 
the measure of dollars and cents. 

The usual question one hears today 
whenever two people get together is 
‘‘How’s business?’’ And today it’s not 
just an inane query to make conversa- 
tion. Your inquirer really wants to 
know. Most of the answers to the 
query are conflicting and confusing. 
Nearly everyone can point to some 
development that justifies his convic- 
tion that business is good or bad, as 
the case may be. But what are the facts 
about your town, as nearly as they 
can be determined, and what is the 
authority for those facts? 

How did the city fare in the depres- 
sion and how is it recovering? Is it 
setting the pace im any respect as 
compared with other cities and the 
nation? What about its leading indus- 
tries, its retail business, its amuse- 
ments, its street car traffic? Are more 
people riding the cars on the way to 
and from their new jobs? What do the 
theatrical and motion picture people 
say about attendance? 

One might ask the different trade 
associations how their respective in- 
dustries are faring. They know now as 
they never did before, because the 
codes made them dig up the facts. 
Let’s ask the local credit bureau how 
collections are. How are corporation 
earnings? Do they now show profit 
instead of loss? How does that com- 
pare with the national record? 

Now we might devote one adver- 
tisement to each industry. Compare 


its production or sales figures so far 
this year with those of the same 
period a year ago. Mostly you'll find 
improvements—some slight—others 
surprisingly large. But always quote 
the source of the figures. It gives them 
the stamp of authority. In many cases 
the figures will not be obtainable 
locally. In that case the national trade 
association will be helpful in provid- 
ing estimates comparing local and 
national rates of recovery in that par- 
ticular industry. It all depends on the 
ingenuity of the copy man in thinking 
of the different examples that can be 
cited to show the town’s advantages. 

There are many collateral benefits 
to this type of advertising whether 
done in local or national media or 
both. The industry treated in a specific 
advertisement is complimented by the 
recognition and cooperates whole- 
heartedly in furnishing data upon 
which an advertisement may be based. 
The copy creates good will for the bank 
among the leaders and others in the 


NESMITH 


industry itself. It builds good will for 
the bank among all the townspeople. 
It expresses the bank’s confidence in its 
community, buoys up possibly frail 
hopes and tends to lift the whole tone 
of the town and its business. Local 
speakers will, on occasion, quote the 
advertisements in their talks before 
groups and on the radio. Financial 
editors may use the data in their 
columns, quoting the bank. 

Of course an important part of the 
program should include “‘merchandis- 
ing’’ or mailing of proofs of these 
advertisements to the representative 
citizens and officials of the city and to 
the leaders in the respective industries 
treated. They become the topic of 
conversation among business men at 
the luncheon clubs. In many cases, the 
mailing of proofs results in congratu- 
latory letters to the president of the 
bank. His replies may often turn into 
subsequent bank business, for the cor- 
respondence may make a contact 
hitherto difficult if not impossible. 
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PUBLISHERS PHOTOS 


Intervals and Intermissions 


—_— says the dictionary cautiously, means “an 


intermission of procedure’”’ or “fan interval in the round of 
duties.”’ 


ALMOST everyone needs intervals, intermissions and vaca- 
tions. 


BUT there is no intermission of procedure for banking and 
business. 


AND there can be no interval in the round of information and 
ideas upon which progress depends. 


The JOURNAL is Living History. 
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Crop Control—Limited 


Courage, Sir Franklin. The Touch, at Least, Is Lucky 


BROWN IN THE NEW YORK HERALD TRIBUNE 


CONVENTION 
CALENDAR (1934) 


Oct. 22-25 


A. B. A. Meeting 


A. B. A. Convention, Washing- 
ton, D. C. 


State Associations 


July 2-4 


July 6-7 
July 20-21 
Aug. 31- 
Sept. 1 
Sept. 6 


Sept. 12-13 


Aug. 27-31 


Sept. 10-13 


Sept. 13-15 


Sept. 19-20 


Oct. 18-19 


North Dakota Bankers Associa- 
tion & South Dakota Bankers 
Association (joint convention), 
Deadwood, S. D. 

Maine Bankers Association, Bar 
Harbor. 

Montana Bankers Association, 
Canyon Inn, Yellowstone Park. 
Wyoming Bankers Association, 
Lander. 

Delaware Bankers Association, 
Rehoboth. 

Kentucky Bankers Association, 
Louisville. 


Other Financial 


American Bar Association, An- 
nual Meeting, Milwaukee, Wis- 
consin. 

Financial Advertisers Associa- 
tion, Westchester Country Club, 
Rye, N. Y. 

Maine Savings Banks Associa- 
tion & Massachusetts Savings 
Banks Association (joint conven- 
tion), Poland Springs House, 
Poland Springs, Maine. 
Connecticut Savings Bank Asso- 
ciation, Norwich Inn, Norwich. 
Savings Bank Association of 
New York, Waldorf-Astoria Ho- 
tel, New York. 
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Methods of Combatting 
Bank Robberies 


ELEGATES to the recent conven- 
tion of the A.I.B. in Washington 
came away with a clearer picture 

of the responsibilities and opportunities 
of bank employees in the prevention of 
losses through bank robberies. 

Robert B. McGaw, president of the 
Hampden Savings Bank, Springfield, 
Massachusetts, in his address on the 
subject pointed out the need for con- 
stant vigilance to prevent such losses. 
He cited one case where he had made an 
early morning visit to a bank, to find its 
front doors wide open, its windows un- 
protected by grilles; an old man in his 
shirt sleeves in sole charge and out of 
sight the first three or four minutes of 
Mr. McGaw’s call. This is an invitation 
to early-morning robbery, the favorite 
present device of bandits. 

Here are some of the elementary 
points that Mr. McGaw recommends 
should be constantly borne in mind by 
officers and employees to discourage the 
visits of bandits: 

Do not set the time lock to run down 
until just before opening time. When 
the vault can be opened an hour or more 
earlier, it is playing directly into the 
hands of early-morning robbers. 

Neither ventilation nor any other 
reason is a justification for leaving a 
bank door open before hours. 
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Do not tie back grilles—to do so is 
an invitation both to sneak thieves and 
bandits. 

Combine delayed time lock protection 
with the night lock on the vault door. 

Segregate in a separate compartment 
under ordinary combination lock the 
amount of money required for early 
morning transactions, keeping the bulk 
of cash and securities under delayed 
time lock. 

Instruct janitors to be careful in 
opening doors and engaging in street 
conversations in the early morning— 
and enforce the rule. 

Go over your quarters with the criti- 
cal eye of the bandit in search of loot 
and be sure that there is no overlooked 
approach, particularly during hours 
when streets are deserted and police 
protection scanty. 

By spikes, or other form of protection, 
make it as difficult as possible to scale 
grille work and leap down into the work- 
ing quarters of the bank. 

Display prominently signs showing 
not only that the bank is protected but 
how it is protected. Such signs covering 
tear gas protection, for instance, can be 
proved statistically to be a deterrent to 
robbers. 

Use time locking devices to prevent 
the tellers from opening cage doors until 


their cash drawers are locked, and to 
prevent the opening of money boxes 
until the inside grille is locked. 

Guns in the hands of tellers have a 
value but this value is offset by the 
probability that there will be no oppor- 
tunity to use them. The bandit always 
has the element of surprise in his favor. 

Protect the teller completely to give 
him ample time to send out warnings. 
Bullet proof glass supplemented by steel 
from the counter to the floor is useful in 
this connection. 

Have plenty of alarm buttons scat- 
tered throughout the working space, 
officers’ quarters and in out of the way 
corners such as the machine room. Be 
sure buttons are set so they will not be 
apt to go off by mistake. 

Restrict so far as possible the dis- 
tribution of keys to employees. 

Protect the telephone operator by 
bullet proof glass. 

Remove every possible opportunity 
for potential crime by anticipating 
bandit attacks, and then exercise every 
care to see that protective devices and 
measures are kept effective by constant 
vigilance and alertness. One bit of care- 
lessness will offset an expenditure of 
many thousands for protective equip- 
ment, which is only valuable when it is 
in first class working order. 
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